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Part 1 - Annual Budget 


1.1 Mayor’s Report 

The Honourable Chief Whip, Cllr. Mdala 
Councilors of Umsobomvu Munlcipallty 
Leaders of the Oppositlon Parties 
Leaders of All Political Parties 
The Municipal Manager and Officials 
Honourable Guests 
Ladies and Gentlemen 

It is my pleasure to be able to submit to you the third Revised Integrated Development Plan for years (2012-2017) as m\\ as the 
Medium Term Revenue and Expenditure framev^fork (MTREF) for 2015 -2017 through for the Umsobomvu Municipal council, 

We are fresh from the National and Provincial Govemment Elections where there was a general resonance that there is a good story 
to tell and Umsobomvu Municipality is not exempted from this wonderful good story. 

As we are marching forward in bettehng the lives of the people we must equally be mindful of the economic environment in which we 
as Umsobomvu Municipality function is not easy considenng our high rate of unempioyment, poverty, inequality and poor revenue 
base made worse, over the past few years, by the downtum in the economy caused by the world economlc recesslon resulting in such 
negative economic contributors as sky rocketing fuel and food prices. 

In the light of these factors over which we have little or no control we are faced as a municipality with a daunting task and the 
challenge of the following: 

> A huge backlogs in service delivery, 

> Thesocio-economicproblemsof high unempioymentandpoverty levels. 
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® The effectiveness of the governance systems is being assessed and staff vi/ithin the institution must work in an 
integrated and focussed manner driven by the IDP. 

• We are striving that Umsobomvu Municipality becomes an employer of choice that capacitates both the counciliors and 
staff. 

Community services: 

• The areas i wish to highlight within the community services department relate to revenue enhancement and solid waste 
sites. 

• The soiid waste site and its completion in all areas remain a priority and we wili continue in the new financiat year to 
access and allocate funds to this critical area within community services. 

Infrastructure; 

• The focus of MiG funding wiii be to ensure that projects are identified within community and infrastructure to ensure the 
maximum impact on ourcommunity. 

• The emphasis wili be on finalising our road projects and continuing on the eiectrification of our townships. 

• The buik of the MiG and RBiG funding is stiii committed to water projects in ail three towns, 

• A major project on roads in Kuyasa will also start in the new financial year 

We have allocated R 39 million toward Infrastructure, economlc and environmental services 

Finance: 

• The process is ongoing to ensure credible data that forms the basis of our financial reporting and to this end we wiii 
ensure that the Abakus system is implemented and used as a management tooi. 

• As a municipaiity we are grant dependant and to this end it is necessary to deveiop a pian for revenue enhancement to 
reduce our dependence and improve our financial viability. Hence one of the projects under financiai viability is the 
development of a revenue enhancement project continuously. 
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Capital budget; 


Grant funding: 

R39 miilion 

Own funds; 

R1,550mlilion 

Total capital expenditure: 

R40,550miliion 


1 hereby table the Medium term Revenue and Expenditure Framev\rork for 2015 through 2017 for adoption by the Umsobomvu 
Local Council as perthe resolutions below: 


CLLR NL HERMANS 
MAYOR 
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4. To give proper effect to the municipality's annual budgel, the Council of Umsobomvu Municipality Local Municipality approves: 

4.1 . That cash backing is implemented through the utilisation of a portion of the revenue generated from property rates to ensure that all 
capital reserves and provisions, unspent long-term loans and unspent conditional grants are cash backed as required in terms of the 
municipality's funding and reserves policy as prescribed by section 8 of the Municipai Budget and Reporting Regulations. 


1.3 Executtve Summary 

The application of sound financial management principles for the compilation of the Municipality's financial plan ts essentiai and critical to 
ensure that the Municipality remains financially vlable and that municipal services are provided sustainably, economically and equitably to all 
communities. 

The Municipality's business and service detivery priorities were reviewed as part of this year's planning and budget process. Where 
appropriate, funds were transferred from low- to high-priority programmes so as to maintain sound financial stewardship, A critical review 
was also undertaken of expenditures on noncore and ‘nice to have’ items. This has resulted in savings to the municipality of nearty R.393 
millton or 1 .8 percent of the current financial year's adjusted budget. Key areas where savings were realized were on telephone and internet 
usage, prlnting, workshops, travel, accommodation, and catering. 

The Municipaiity has embarked on implementing a range of revenue collection strategies to optimize the coilection of debt owed by 
consumers. Furthermore, the Municipaiity has undertaken various customer care initiatives to ensure the municipality truly Involves all 
citizens in the process of ensuring a people lead government. 

Nationa! Treasury’s MFMA Circular No. 58 and 59 were used to guidethe compilation of the 2014/2015 MTREF. 

The main challenges experienced during the compitalion of the 2014/2015 MTREF can be summarised asfollows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintalned water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource erivelope given the cash flow realities and declining 
cash posltion ofthe municipality; 

• The increased cost of bulk water and electricity {due to tariff increases Eskom), which is placing upward pressure on service tariffs to 
residents. Continuous high tariff increases are not sustainable - as there will be point where services will no-longer be affordable; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as the need to fill critical vacancies; 

• Affordability of capital projects - original allocations had to be reduced and the operationa! expenditure associated with prior year's 
capitai investments needed to be factored into the budgetas part of the 2014/2015 MTREF process; and 

• Availabiiity of affordable capital/borrowing. 
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Total operating revenue has rematned the same forthe 2014/2015 finandal year when compared to the 2013/14 Adjustments Budget mainly 
due to operational grants received for special projects that was received in the 2013/2014 financial year. For the two outer years, 
operational revenue will increase by 7.18 and 3.66 per cent respectively, equating to a totai revenue growth of R11,645 million over the 
MTREF when compared tothe 2013/14 financial year. 

Total operating expenditure for the 2014/2015 financial year has been approprlated at R126.029 million and translates into a budgeted 
deficit of R 24,728 million. When compared to the 2013/14 Adjustments Budget, operational expenditure has decreased by 2.6 per cent in 
the 2014/2015 budget and increased by 5,69 and 3.32 per cent for each of the respective outer years of the MTREF, The operating deficit 
for the two outer years decreases to R24.616 and R25.993 respectively. These deficlts are non-cash related and are due to the councll 
providing for infrastructure impairment and depreciation. 

The capital budget of R43.091 million for 2014/2015 is 33.28 per cent less when compared to the 2013/14 Adjustment Budget, The 
decrease Is a result of some projects being compleled and some dose to completion. The capital programme decreases to R43.091 million 
in the 2014/15 financial year and then increases by 6.18 per cent in 2015/16 to R 45.753 million. All capital overthe MTREF will be financed 
by Grants from National and own revenue. 

Note that the Municipality has reached its prudential borrowing limits and so there is very littie scope to substantlally increase these 
borrowlng levels over the medium-term. The repayment of capital and interest (debt services costs) has remalned the same and wlll 
continue over the next five years due to new loans taken up in the past year, a$ a result of the need to repiace speclalised vehicles needed 
to meet the increased demand In servlces to be deiivered. Consequently, the capital budget remains relatively flat over the medlum-term. 

1.4 Operating Revenue Framework 

For Umsobomvu Municipaiity to continue improving Ihe quality of services provkJed lo its citizens it needs to generate the required revenue. 
In these tough economic times strong revenue management is fundamental to the financial sustainability of every municipality. The reality Is 
that we are faced with deveiopment backlogs and poverty. The expenditure required to address these challenges will inevitabiy always 
exceed available funding; hence difficult choices have to be made in relation to tariff increases and balancing expenditures against 
reaiistically anticipated revenues. 

The municipality’s revenue strategy is built around the following key components; 

• National Treasury’s gutdelines and macroeconomic policy; 

• Growth in the Municipality and continued economic development; 

• Efficient revenue management, which aims to ensure a 95 per cent annual coilection rate for property rates and other key service 
charges; 

• Electricity tariff increases as approved by the National Electricity Regulatorof South Africa -(NERSA); 
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Table 3 Percentage Growth in Revenue 




Revenue By Source 

Orlginai 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

BudgetYear 

2014/15 

56 

Increase/ 

Decrease 

Budget Year 
+1 2015/16 

Budget Year + 

2 2016/17 

Property Rates 

4,445,64a00 

4.746,080-00 

4,746,080.00 

5,030,845.00 

6,00. 

5,332,695,00 

•r-'-5,652, 658.00 

Propertv Rates-Penalties & Collection Charges 

159,000.00 

159.000.00 

159,000.00 

168,540.00 

6.00 

178,652,00 

189.372,00' 

Servlce Charses • Electricltv Revenue 

21,060,000.00 

25.757.700.00 

25,757,700.00 

27,752,812.00 

7.75 

29,696,442,00 

31,997,350,00. 

Servlce Charges • Water Revenue 

9,180,000.00 

9.180.000.00 

9,180,00a00 

9,931,254.00 

8.18 

10,527,129,00 

.11,158, 

Servlce Charges- Sanitation Revenue 

. 6,804,423.36 

6.935.000.00 

6,935,000.00 

7,417,821.00 

. 6.96 

7,862,831,00 

■'r. 8,334.541.00.:^ 

Servlce Charges Refuse Revenue 

5,198,060,00 

5,422,052.00 

5,422,052.00 

5,725,794-00 

-r -sm 

6,069,341.00 

6,433,502,00:. 

Rental of Faciiltles and Equipment 

307,630.00 

374,694.40 

374,694.40 

395,540.00 

.•/;'v?5.56: 

417,636,00 

44i;058,0b.. 

Interest Earned • External investment 

21,500.00 

512,000.00 

512,000.00 

312.000-00 

. ■ f3ab6) 

312,000,00 

•. 312,0(10.00. 

Interest Earned • Outstanding Oebtors 

1,328,300,00 

1,325,000.00 

1,325,000.00 

1,426.994.00 


1,517,492,00 

1.742;019.00:. 

Fines 

■ 12,600.00 

1,500,000.00 

1,500,000.00 

1.575, 0(X).00 


1,653,750,00 

1.736;438.00: 

Licenses and Permits 

. 373,242.34 

592,568.16 

592,56ai6 

710.282.00 

•.^''•:'.'i9.87-. 

745,681,00 

: 782,850,00 

Agencv Services 

. 84,000.00 

84,000.00 

84,(»0-00 

- 

•.uoaoo) 

. 

- 

Transfers Recognised* Operationai 

35,116,500.00 

39,929,500.00 

39,929,500.00 

36,664.40a00 

•--(8.18) 

40,073,950.00 

4X374,200.00 

Other Revenue 

4,m85o:oo 

4,288,850-00 

4,288,850.00 



4,193.869.51 



In !ine with the formats prescribed by the Municipal Budget and Reporting Regulalions. capital transfers and contributions are excluded from 
the operating statement, as inclusion of these revenue sources woukJ distort the calculation of the operating surplus/deficit. 

Revenue generated from rates and services charges forms a significant percentage of the revenue basket for the Municipality. Rates and 
service charge revenues comprise more than half of the total revenue mix. In the 2013/14 finaricial year, revenue from rates and services 
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• For pensioners, physically and mentatly disabted persons, a maximum/total rebate of 50 per cent (calcuiated on a sliding scale) will 
be granted to owners of rate-able property if the total gross income of the applicant and/or his/her spouse, if any, does not to exceed 
the amount equal to twice the annual state pension as approved by the National Government for a financial year. In this regard the 
following stipulations are relevant: 

- The rate-able property concerned must be occupied only by the applicant and his/her spouse, if any, and by dependants 
without income; 

- The applicant must submit proof of his/her age and kJentity and, in the case of a physically or mentally handicapped person, 
proof of certification by a Medical Officer of Health, also proof of the annual income from a social pension; 

- The applicant's account must be paid in full, or if not, an arrangement to pay the debt should be in place; and 

- The property must be categorized as residential. 

• The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate-able properties of certain classes such as 
registered welfare organizations, institutions or organizations performing charitable work, sports grounds used for purposes of 
amateur sport. The owner of such a property must apply to the Chief Financial Officer in the prescribed format for such a grant. 

The categories of rate-able properties for purposes of levying rates and Ihe proposed rates for the 2014/201 5 financial year based on a 6 per 
cent increase from 1 July 2014 is contained below: 


Table 5 Comparison of Proposed Rates 


■ Category ■■. ..■ i 

Current Tariff p:- 

(1 July 2013) 

Proposed Tariff - 
(Frorn 1 j'uly 2014) ' 

Residential Properties 

0.011573 

0.010879 

State Owned Properties 

0.01866 

0.017541 

Business & Commercial 

0.0129267 

0.012869 

Agriculturai 

0.00273 

0.002720 
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Tabie 6 Proposed Water Tariffs 


Category 


Current 


Prpposed= • 


Randpv 


i ^ T *•' .' **-*. * * • ‘*^*; ' ’v ■* s* V.^T' ^^•^ •: /*.* ** * \ *.'**'** * ** •* T>;,V.%'* 

1 perkl mm 

T-'TkriVV: 


Residential 


lil 



(i) 0 to 6 k! per 30-day period 

R4.i7 


R4.44 

6.5% 

(II) 7 to 20 kl per 30-day period 

R5.03 


R5.36 

6.5% 

(ill) 21- 30kl per 20-day period 

R6.47 

ijvyKiri?, 

R6.89 

6.5% 






(Iv) 30+ 

R8.54 

tm 

R9.09 

6.5% 

Non Residential 


'mm 

j 


(i) 0-60k! per 30-day period 

6.12 


6.52 

6.5% 

(ii) 61kl per 30-day period 

8.22 

mm 

8.76 

6.5% 


The following table shows the impact of the proposed increases in water tariffs on the water charges for a single dwelling-house: 
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The foliowing table shows the impact of the proposed increases in electricity tarife on the eiectricity charges for domestic customers: 


Table 8 Comparison Between Current Electricity Charges And Increases ( Domestic) 


Monthly 

Consumption 

Kwh 


Current 

Amount Payabfe 
R 


Proposed 
Amount Payabte 
R 


Dtfference Percentage 



It should further be noted that NERSA has advised Ihat a stepped tariff structure needs to be implemented from 1 July 2011. The effect 
thereof has been that the higher the consumption, the higher the cosl per kWh. The aim is to subsidise the lower consumption users (mostly 
the poor). The Municipatity Is implementing the stepped tariff structure according to NERSA’s proposal. 

The inadequate eiectricity bulk capacity and the impact on service delivery and development remains a challenge for the Municipality. Most 
of the suburbs and inner Municipality reticulation network was designed or strengthened iri the eariy 1 980’s with an expected 20-25 year life- 
expectancy. The upgrading of the Municipality's electricity network has therefore become a strategic priority, especially the substations and 
transmission lines. 


Owing to the high increases in Eskom’s buik tariffs, it is clearly not possible to fund these necessary upgrades through increases in the 
municipal electricity tariff - as the resultant tariff increases would be unaffordable for the consumers. . As part of the 2015/2016 and 
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Tabie 9 CQmparison Between Current Sanitation Charees And Increases 


Description 

CurrentYear 

2013/14 

2014/15 Medium Term Revenue & 
Expenditure Frameworic 

Budget 

Year 

2014/15 

Budget 
Year + 1 

Budget 

Year+2 

2015/16 

2016/17 

Waste WaterTariffs 





Basic Charge/Fixed Fee (Rands/Month) 

v:-:: ^85^02 

92.68 

;V;98.246g 

104.135248 

Service Polnt-Vacant Land (Rand/Month) 


53.49 

V^;5&6994 

60,101364 

Conservancy Tank Household { 1 Service per Month) 

13 . =1 

69,41 

li^iS74e 

77,989076 

Conservancv Tank Household ( Additlonal Service per Month) : Payable in Acfvance 


73,58 

li;77;9£«S 

82,674488 

Conservancy Tank Schools per Load 


101.76 

1^107:8656 

114.337536 

Conservancy Tank Businesses per Load With Minimum of 1 Load per Month 


101,76 

V'1D7;86S6 

114.337536 

Nlght soil Removal ( Per Bucket per Month) 

-.-4631 

50,48 

s|^53:50S8 

56,719328 

Nlght Soll Rondawel (Per Bucket per Month) 


35.6 

i^sTlse 

40.00016 

Meatlands industrlal Effluent per Month 

- 




Meatlands Sewerage Same As Business Tariffs 





Meatlands Dumping Charges Of Blood And Dung per Month 


793.26 

:V846i8556 

891.306936 

Sewerage Household/Colesberg High School/ per Month 


92.68 

#983408 

104,135248 

Sewerage Prison per Point per Month 


311.65 

iil336i349 

350.16994 

Sewerage Garages and State per Point per Month 


187,56 

B3M8136 

210,742416 

Sewerage Hospltal per Point per Month 

•'•V;C;;';.3CS.94 

333,48 

1s3S3i4888 

374,698128 

Sewerage Business Normal 

■■r..^iio;2i 

120,13 

Vi27M78 

134.978068 

Sewerage Business With Minimum of 2 Points per Month 

;VVV;;;176.05 

185.36 

n9&48l6 

208.270496 

Sewerage Business Additional Connection 


44.62 

47.2972 

50.135032 

Sewerage Availability per Month 

•''V;f:49:67 

53.49 

i:V56:6MI 

60.101364 

Meatlands per Sheep ( Effluent) 

6.70 

0.76 

V' 0.8056 

0.853936 
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The following table compares current and proposed amounts payable from 1 July 2014: 



Table 11 Comparison Between Current Waste Removal Fees and Increases (Domestic) 



-::'?--:^:C'Currenit^;;^iii^ii:l?:' Proposed 

pifference 

(Ihcreaieif 

::jhc>easef; 

9%' 

Domestic- Monthly 


R5.51 


Additionai Bin Per Month 


R1.87 

9% 

Buslness 


R7.93 

9% 

Garden Refuse 

Households 


R0.55 

9% 


1.4.5 Overall impact of tariff increases on households 

The followlng table shows the overall expected impact of the tariff increases on a large and small household, as well as an indigent 
household receiving free basic services. 

Note that in all instances the overall impact of the tariff increases on household’s bills has been kept to between 7.4 and 7.6 per cent and 7.6 
per cent for indigents. 
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1.5 Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2014/1 5 budgel and MTREF is informed by the following; 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expendilure should not exceed operating revenue) unless there are existing uncommitted 
cash-backed reserves to fund any deficit; 

• Funding of the budget overthe medium-term as informed by Section 18 and 19 ofthe MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication pian; 

• Operational gains and efficiencies will be directed to funding the capital budget and other core services; and 

• Strict adherence to the principle of no project plans no budget. If there is no business plan no funding allocation can be made, 


The following table is a high level summary of Ihe 2014/201 5 budgetand MTREF (classified per main type of operating expenditure); 
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The cost associated with the remuneration of councillors is determined by the Minister of Co-operative Governance and Traditional Affairs in 
accordance with the Remuneration of Public Office Bearers Act, 1998 (Acl 20 of 1998). The most recent proclamation in this regard has 
been taken into account in compiling the Municipality's budget. 

The provision of debt impairment was determined based on an annual collection rate of 85 per cent and the Debt Write-off Poiicy of the 
Municipality. For the 201 4/201 5 financial year this amount equates to R5.238 million and escalates to R5.565 million by 201 5/1 6. While this 
expenditure is considered to be a non-cash flow item, it informed the total cost associated with rendering the services of the munidpality, as 
well a$ the municipality's realistlcally anticipated revenues. 

Provtsion for depreciation and asset impairment has been informed by the Municipality’s Asset Management Policy. Depreciation is widely 
considered a proxy for the measurement of the rate asset consumption. Note that the implementation of GRAP 17 accounting standard 
has meant bringing a range of assets previousiy not included in the assets register onto the register. Thls has resulted in a signlficant 
increase in depreciation relative to previous years. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of capital). Finance charges make up 0.24 per 
cent (R.296 million) of operating expenditure excluding annual redemption for 2014/2015. As previously noted, the Municipaiity has reached 
its prudentiai limits for borrowing - hence the planned borrowing to finance the capita! budget does not result in finance charges as a 
percentage of operational expenditure increasing -rather it decreasesto 0.19 and 0.17 percent overthe MTREF, 

Bulk purchases are directiy informed by the purchase of electricity from Eskom and waler from DWAF, The annual price increases have 
been factored into the budget appropriations and directty inform the revenue provisions. The expenditures include distributlon losses, 

Olher materials comprise of amongst others the purchase of fuel, diesel, materials for maintenance, cteaning materials and chemicals. In 
line with the Municipalily’s repairs and maintenance plan this group of expenditure has been prioritised to ensure sustainability of the 
Municipality’s infrastructure. 


Other expenditure comprises of various line items relating to the daily operations of the municipaiity. This group of expenditure has also 
been identified as an area in which cost savings and efficiencies can be achieved. In the 2014/2015 it has decreased by 23.06 per cent and 
increased and decreased by 3.93 and 1 .68 per cent respectiveiy in the outer years. 

The following table gives a breakdown of the main expenditure categories for the 2014/2015 financial year. 
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During the compilation of the 2014/201 5 MTREF operational repairs and mainlenance was identified as a strategic imperative owing to the 
aging of the Municipality's infrastructure and historic deferred maintenance. To this end, repairs and maintenance was substantially 
increased by 13.94 per cent in the 2014/2015 financial year, from R2.167 million to R2.469 million. This strategic imperative remains a 
priority as can be seen by the budget appropriations over the MTREF. The total allocation for 2014/2015 equates to R2.469 million a growth 
of 1 3.94 per cent In relation to the Adjustment Budget and continues to grow at 3.32 and remain constant there over the MTREF. In relation 
to the totat operating expenditure, repairs and maintenance comprises of 1 .96 per cent for the respective financial years of the MTREF. This 
is mainly due to bulk electricity purchases that continually exceed growlh in other expenditure items. 

The table below provides a breakdown of the repairs and maintenance in relation to asset class; 

Table 4 Repairs and maintenance per asset class 
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For the 2014/2015 financial year, 41 .88 per cent or R1.034 million of total repairs and maintenance wiil be spent on infrastructure assets. 
Electricity infrastructure has received a significant proportion of this allocation totalling 60.06 per cent (R.621miilion), foilowed by water 
infrastructure at 32.59 per cent (R.337 million), sanitation at 4.83 per cent (R.050 million) and roads at 2.52 per cent (R.026 million). 
Community assets have been allocated R.199 miliion of total repairs and maintenance. 

1.5.2 Free Basic Services: Basic Socia! Services Package 

The social package assists households that are poor or face other circumstances Ihat limit their ability to pay for services. To receive these 
free services the households are required to register in terms of the Municipality’s Indigent Policy. The target is to register 3782 or more 
indigent households during the 2014/2015 financiai year, a process reviewed annually. Detail relating to free services, cost of free basis 
services, revenue lost owing to free basic services as well as basic service delivery measurement is contained in Table 16 MBRR A10 
(Basic Servlce Delivery Measurement) on page 54. 

The cost of the social package of the registered indigent households is largely financed by nationai government through the local 
government equitable share received in terms of the annual Division of Revenue Act. 


1.6 Capltal expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote; 
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For 2014/2015 an amount of R 40.550 million has been appropriated forlhe development of infrastructure which represents 100 per cent of 
the tota! capital budget. In the outer years this amounttotals R45 million, 100 per cent and R32 million, 100 per cent respectively for each of 
the financial years. Water services receives the highest allocation of R 31.500 miilion in 2014/2015 which equates to 77.68 per cent 
followed by roads infrastructure at 14.8 per cent, R6 million. 

Total new assets represent 100 per cent or R 40.550 miion of the total capital budgets. Further detail relating to asset dasses and 
proposed capital expenditure is contained in Table 15 MBRR A9 {Asset Managemenl) on page 50, in addition to the MBRR Table A9, 
MBRR Tabies SA34a, b, c provldes a detailed breakdown of the capital programme relating to new asset constructlon, capltal asset renewal 
as well as operational repalrs and malntenance by asset class (refer to pages 88. 89 and 90). Some of the salient projects to be undertaken 
over the medium-term includes, amongst others; 

• Electricity for all (backlog eradiation) - R1 .5 million; 

• Bulk supply and backlog eradication of water - R8- million; 

• Backlog eradication of roads - R6 million; 

Furthermore pages 92 to 96 contain a detail breakdown of the capital budget per project over the medium-term. 

The following graph provides a breakdown of the capital budget to be spent on infrastructure related projects over the MTREF. 
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1 .6.1 Future operational cost of new infrastructure 

The future operational costs and revenues associated wHh the capital programnie have been included in the MTREF expenditure. This 
concomitant operational expenditure is expected to escalate to R2 million by 2016/17. It needs to be noted that as part of the 2014/15 
MTREF, this expenditure has been factored into the two outer years of the operational budget. 

1.7 Annual Budget Tables 

The foliowing eighteen pages present the ten main budget tables as required in terms of section 8 of the Municipal Budget and Reporting 
Regulations. These tables set out the municipality’s 2014/2015 budget and MTREF as approved by the Council. Each table is accompanied 
by explanatory notes on the facing page. 

Table 6 MBRR Tabie A1 • Budget Summary 
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Explanatory notes to MBRR Tabie A1 - Budget Summary 

1 , Tabie A1 is a budget summary and provides a concise overview of the Municipality’s budget from aii of the major financial perspectives 
(operating, capital expenditure, financial position, cash flow, and MFMA funding compliance). 

2, The table provides an overview of the amounts approved by Coundl for operating performance, resources deployed to capital 
expenditure, financial position, cash and funding compliance, as well as the municipaiity's commitment to eiiminating basic service 
delivery backlogs, 

3, Financial management reforms emphasises the importance of the municipal budget being funded. This requires the simultaneous 
assessment of the Financial Performance. Financial Position and Cash Flow Budgets, along with the Capital Budget. The Budget 
Summary provides the key information in this regard: 

a, The operating surplus (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is refiected on the Financial Performance Budget; 

ti. Borrowing is tncorporated in the net cash from finandng on the Cash Flow Budget 

ili. internally generated funds are financed from a combination of the current operating surplus and accumulated cash- 
backed surpluses from previous years. The amount is incorporated in the Net cash from investing on the Cash Flow 
Budget. The fact that the municipality’s cash flow remains posilive. and is improving indicates that the necessary cash 
resources are available to fund the Capital Budget. 

4, The Cash backing/surplus reconciliation shows thal in previous financial years the municipality was not paylng much attention to 
managing this aspect of its finances, and consequently many of its obligations are not cash-backed. This piace the municipality in a very 
vulnerable financial position, as the recent siow-down in revenue collections highlighted. Consequently Council has taken a deliberate 
decision to ensure adequate cash-backing for all material obligations in accordance with the recently adopted Funding and Reserves 
Policy, This cannot be achieved in one financial year. 

5, Even though the Council is placing great emphasis on securing the financial sustainability of the municipality, this is not being done at 
the expense of services to the poor. The section of Free Services shows that the amount spent on Free Basic Services and the revenue 
cost of free services provided by the municipality continues to increase. In addition, the municipality continues to make progress in 
addressing service delivery backlogs. It is anticipated that by 2014/15 the water backlog wtll have been eliminated. 
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure per standard classification. The 
modified GFS standard ciassification divides the munidpal services into 4 functional areas. Municipal revenue, operating expenditure 
and capitai expenditure are then classified in terms if each of these functional areas which enables the National Treasury to compile 
'whole of government’ reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised - capital) and so does not balance to the operating 
revenue shown on Table A4. 

3. Note that as a general princlple the revenues for the Trading Services should exceed their expendltures. The table hlghlights that this is 
the case for Electricity, Water, Waste water and the Waste management function. As already noted above, the municipality will be 
undertaking a detailed study of this function to explore ways of improving efficiencies and provide a basis for re-evaluating the function's 
tariff structure. 

4. Other functions that show a deficit between revenue and expenditure are being financed from rates revenues and other revenue sources 
refiected underthe Corporate Services, 
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by municipai vote) 


1. Table A3 is a view of the budgeted financial performance in reiation to fhe revenue and expenditure per municipai vote. This table 
facilitates the view of the budgeted operating performance in relation to the organlsational structure of the Municipality, This means it is 
possible to present the operating surplus or deficif of a vote. The following table is an analysis of the surplus or deficit for the electricity 
and water trading services. 


Tabie 9 Surplus/(Deficit) calculations for the trading services 


2. Although there is a 10% Increase from the 2013/2014 adjustment due to more efficient billing the eiectricity trading surplus is 
deteriorating over the 2014/15 MTREF from 24.3 per cent or R7 million in 2013/14 to 19 per cent or R6 million by 2015/16, This is 
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Figure 3 Expenditure by majortype 

6. Bulk purchases have significantly increased over the 2010/2011 to 2016/17 period escaiating from R11.011 million to R21.725 million. 
These increases can be attributed to the substantiai increase in the cost of bulk etectricity from Eskom and water from DWAF. 

7. Employee related costs and bulk purchases are the main cost drivers within the municipality and alternative operational gains and 
efficiencies will have to be identified to lessen the impact of wage and buik tariff increases in future years. 
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard ciassification and funding source 


1. Table A5 is a breakdown of the capital programme in relation lo capital expenditure by municipal vote {multi-year and single-year 
appropriations); capital expenditure by standard dassiftcation; and the funding sources necessary to fund the capital budget, including 
information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital budget appropriations. 

3. Single-year capital expenditure has been appropriated at R9.050 million forthe 2014/2015 financial year and remains relatively constant 
in the 2015/2016 financial year and increases to R 32 million in yie 2016/2017 financial year. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that will be incurred in the specific budget year 
such as the procurement of vehicles and specialized tools and equipment. The budget appropriations for the two outer years are 
indicative allocations based on the departmental business plans as tnformed by the IDP and will be reviewed on an annual basis to 
assess the relevance of the expenditure in relation to the strategic objectives and service delivery imperatives of the Municipality, For 
the purpose of funding assessment of the MTREF, these approprialions have been included but no commitments will be Incurred against 
slngle-year appropriations for the two outer-years. 

5. The capital programme is funded from capital and provincial grants and transfers For 2014/201 5. capital transfers totals R40.550 million 
(100 per cent) and R45miliion by 2015/16 (100 per cent). These funding sources are further discussed in detail in 2,6 (Overview of 
Budget Fundtng), 


Table 12 MBRR Table A6 • Budgeted Financlal Position 
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Explanatory notes to Table A6 - Budgeted Financial Position 

1 . Table A6 is consistent with international standards of good financial management practice, and improves understandability for councilors 
and management of the impact of the budget on the statement of financial position (balance sheet). 

2 . This format of presenting the statement of financial position is aligned to GRAP1 . which is generally aligned to the international version 
which presents Assets less Liabilities as "accounting" Community Weafth. The order of items within each group illustrates items in order 
of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met from cash, appear first. 

3. Table 66 is supported by an extensive table of notes (SA3 which can be found on page 102) providing a detailed analysis of the major 
components of a number of items, inciuding: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Weallh/Equily. The justificatlon is that ownership and the net assets of the municipality 
belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably impact on the Budgeted Financial Position. 
As an example, the collection rate assumption wlll impact on the cash position of the municipality and subsequently inform the level of 
cash and cash equivalents at year end. Similarly, the collection rate assumption should inform the budget appropriation for debt 
Impairment which in turn would impact on the provision for bad debt. These budget and planning assumptions form a critical link in 
determining the appiicability and relevance of the budget as well as the determination of ratios and financial indicators. in addition the 
funding compliance assessment is informed directly by forecasting the statement of financia! position. 
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1 . The budgeted cash flow statement is the first measurement in determining if the budget is funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the Implementation of the budget. 

3. It can be seen that the cash levels of the Municipality has been moving up and down over the 2010/11 to 2016/17 period as it can be 
noted from the decrease of R 23.941 million. 

4. The approved 2014/2015 MTREF provide for a net increase in cash of R13.480 million for the 2015/16 financial year resulting in an 
overall projected positive cash position of R8.707 million at year end. 

5. As part of the 201 3/1 4 mid-year review and Adjustments Budget this unsustainable cash position had to be addressed as a matter of 
urgency and various interventions were implemented such as the reduction of expenditure allocations and rationalization of spending 
priorities. 

6. In addition the Municipaiity undertook an extensive debt collection drive resulting in cash receipts on arrear debtors. These interventions 
translated into an expected net cash position of R13.712 million forthe 2013/14 financial year and cash and cash equivalents totaled 
R39.308 million at year end. 

7. The 2014/2015 MTREF has been informed by the planning principte of ensuring adequale cash reserves overthe medium-term. 

8. Cash and cash equivalents totals R19.168 million as at the end of Ihe 2014/2015 financial year and declines to R8.707 million by 
2016/17, 
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7. As part of the budgeting and planning guidelines that infbrmed the compilation of the 2013/2014 MTREF the end objective of the 
medium-term framework was to ensure the budget is funded aligned to section 1 8 of the MFMA. 

8. As can be seen the budget has been modelled to progresslvely increase from R32.9 million to R46 miliion by 201 6/1 7. 


Table 15 MBRR Table A9 - Asset Wlanagement 
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Explanatory notes to Table A9 ■ Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new assets and the renewal of existing assets, as well as 
spending on repairs and maintenance by asset class. 

2. National Treasury has recommended that munldpalities should allocate at least 40 per cent of their capital budget to the renewal of 
existing assets, and allocations to repairs and maintenance should be 8 per cent of PPE. The Municipality does not meet both these 
recommendations as the focus of resources is on new Basic service infraslructure and repair and maintenance amounts to ,48 per cent. 
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Part 2 - Supporting Documentation 

2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the munidpality to provide general poWical guidance in the budget process and the setting of 
priorities that must guide the preparation of the budgel. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states that 
the Mayor of the municipality must establish a Budget Steering Commitlee to provide technical assistance to the Mayor in discharging the 
responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the municipality meeting under the 
chairpersonship of the MMC for Finance. 

The primary aims of the Budget Steering Committee are lo ensure: 

• that the process followed to compiie the budgel complies with legislation and good budget practices; 

• that there is proper alignment between the policy and service delivery priorities set out in the Municipality’s IDP and the budget, 
taking into account the need to protect the financial sustainability of municiparity; 

• that the municipality's revenue and tariff setting strategies ensure that the cash resources needed to deiiver services are availabie; 
and 

• that the various spending priorities of the different municipal departments are properly evaluated and prioritised in the allocation of 
resoufces. 


2,1.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Councll ten months before the start of the new financial year a time 

schedule that sets out the process to revise the IDP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedute on 27 August 201 2. Key dates applicabie to the process were; 

• August 2012 - Jolnt strategic planning session of the Mayoral Committee and Executive Management. Aim: to review past 
performance trends of the capital and operating budgets, the economic realities and lo set the prioritisation criteria for the compilation 
ofthe 2013/2014 MTREF; 

• November 2012 - Detail departmental budget proposals (capilal and operating) submitted to the Budget and Treasury Office for 
consolidation and assessment against the financial planning guidelines; 
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With the compilation of the 2014/2015 MTREF, eac^ department/function had to review the business planning process, including the setting 
of priorities and targets after reviewing the mid-year and third quarter perfotmance against the 2012/13 Departmental Service Delivery and 
Budget Implementation Plan. Business pianning links back lo priorily needs and master ptanning, and essentially informed the detail 
operating budget appropriations and three-year capital programme. 

2.1.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2014/15 MTREF, extensive financial modelling was undertaken to ensure affordability and long-term 
financial sustainability. The following key factors and planning strategies have informed the compilation of the 2014/201 5 MTREF: 

• Municipality grovrth 

• Policy priorities and strategic objectives 

• Asset maintenance 

o Economic ciimate and trends (i.e. infiation, Eskom increases, household debt, migration patterns) 

• Performance trends 

• The approved 2013/14 adjustments budget and performance againstthe SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibllities 

o The need for tariff increases versus the ability of the community to pay for services; 

< Improved and sustalnable service delivery 

!n addition to the above, the strategic guidance glven in National Treasury's MFMA Clrculars 58 and 59 has been taken into consideration in 
the planning and prioritisation process. 

2.1.4 Community Consultation 

The draft 2014/2015 MTREF as tabled before Council on 31 March 2014for community consultation was published on the municipality’s 
website, and hard copies were made available at customer care offices, municipal notice boards and various iibraries. E-mai! notifications 
were sent to all organisations on the munfcipality’s database, including ratepayer associations, community-based organisations and 
organised business. 

All documents In the appropriate format (electronic and printed) were provided to National Treasury. and other national and provlnclal 
departments in accordance with section 23 of the MFMA, lo provide an opportunity for them to make inputs. 
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• National 201 4 Vision; 

• National Spatial Development Perspective (NSDP) and 

• The Nationa! Priority Outcomes. 

The Constitution requires local government to relate ils management. budgeting and planning functions to its objectives. This gives a clear 
indication of the intended purposes of municipal integrated development planning. Legislation stipulates cleariy that a municipaiity must not 
only give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP, The foliowing table highlights the 
IDP's five strategic objectives for the 2014/2015 MTREF and further planning refinements that have directly informed the compilation of the 
budget: 


Table17 IDP Strateglc Objectives 


2012/13 Financial Year 

2013/2014 MTREF 

1. The provision of quality basic sen/ices 
and infrastructure 

1. Provision of quality basic services and 
infrastructure 

2. Acceleration of higher and shared 
economicarowth and development 

2. Economic growth and developmeni that leads to 
sustainable job creation 

3. Fighting of poverty, building clean, 
healthy, safe and sustainable 

cbmmunities 

3.1 Fight poverty and build clean, heallhy, safe and 
sustainable communities 

3.2 Integrated Social Services for empowered and 
sustainable communities 

4. Fostering partlcipatory democracy and 
adherence to Umsobomvu principles 
through a caring, accesstble and 
accountable service 

4. Fosler participatory democracy and Umsobomvu 
principles through a caring. accessibie and 
accountable service 

5. Good governance, Financial viability and 
institutional governance 

5. 1 Pfomote sound governance 

5.2 Ensure financial sustainabilKv 

5.3 Optimal institutional transformation to ensure 
caDadtv to achieve sei objectives 


In order to ensure integrated and focused service delivery between all spheres of government it was important for the Municipality to align its 
budget priorities with that of national and provincial government. All spheres of government place a high priority on infrastructure 
development, economic development and job creation, efficient service delivery. poverty alleviation and buiiding sound institutional 
arrangements. 

Local priorities were identified as part of the IDP review process which is directly aligned to that of the national and provincial priorities. The 
key performance areas can be summarised as follows againsl the five strategic objeclives; 
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5.2 Ensure financial sustainability through: 

o Reviewing the use of contracted services 

o Continuing to implement the infrastructure renewal strategy and the repairs and maintenance plan 

5.3 Optimal institutionai transformation to ensure capacity to achieve set objectives 

o Review of the organizational structure to optimize the use of personnel; 

!n Itne with the MSA. the IDP constitutes a single, inclusive strategic plan for the Municipality. The five-year programme responds to the 
development chalienges and opportunities faced by the Municipality by identifying the key performance areas to achieve the five the 
strategic objectives mentioned above. 

In addition to the five-year IDP, the Municipality undertakes an extensive planning and developmental strategy which primarily focuses on a 
longer-term horlzon; 15 to 20 years. Thls process is aimed at influencing the development path by proposing a substantial programme of 
public-led Investment to restructure current patterns of settlement. activity and access to resources in the Municipaiity so as to promote 
greater equity and enhanced opportunity. The strategy specifically targets future developmental opportunities in traditional dormitory 
settlements. It provldes direction to the Municipality's IDP, associated sectoria! plans and strategies, and the aliocation of resources of the 
Municipality and other service delivery partners. 

This development strategy introduces important policy shifts which have further been translated into seven strategic focus areas/objectives 
as outlined below; 

• Developing dormant areas; 

• Enforcing hard developmenl lines - so as to direct private investment; 

• Malntaining existing urban areas; 

• Strengthening key economic clusters; 

• Bulldlng social coheslon; 

• Strong developmental Initiatives in relation to the municipal institution as a wrhole; and 

• Sound financial fundamentais. 

Lessons learned wlth prevlous IDP revision and planning cycles as well as changing environments were taken into consideration in the 
compilation ofthefourth revised IDP, including; 

• Strengthening the analysis and strategic ptanning processes of the Municipality; 

• Initiating zona! pianning processes that invoive the communilies in the anaiysis and planning processes. More emphasis was placed 
on area based Interventions, within the overall holistic framework; 
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Table 18 MBRR Table SA4 - Reconciliation between the IDP strategic objectives and budgeted revenue 


NC072 Umsobomvu - Supportinq Table SA4 Rcconclliatlon of iPP obiective^ hnd budot (rdvnud 
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Table 20 MBRR Table SA6 - Reconclilation between the IDP strategic objectives and budgeted capita! expenditure 

NC072 Umsobomvu - Supportlng Table SA€ Reconciliatton of tPP stfat»gtc objectiv»6 ftnd budg^t (capital expendUure) 
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.. 
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- 


201 4M 5 Mddium Term Rev«nue & 
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Monitor and take 
correctiv^ actlon 


Set targets snd 
allocate resources 


tderttify desired impacts 


Assess and adjust 


Specify performance 
indicators 


Figure 4 Planning, budgeting and reporting cycle 


The performance of the Municipality relates directly to the exlent to which It has achieved success in realising its goals and objectives, 
complied with legislative requirements and meeting stakeholder expeclations. The Municipality therefore has adopted one integrated 
performance management system which encompasses; 


Planning {setting goals, objectives, targets and benchmarks); 

Monitoring (regular monitoring and checking on the progress against plan); 
Measurement (indicators of success); 

Review (identifying areas requiring change and improvement); 
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The processes or actions that use a range of 
inputs to produce the desired outputs and 
ultimately outcomes 


The resources thal contribute to the 
production and delivery of outputs 



Figure 5 Definition of performance information concepts 


The following table provides the main measurable performance objertives the municipality undertakes to achieve this financial year. 
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2.3.1 Performance indicators and benchmarks 


2. 3. 1. 1 Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue and long term borrowing. The ability of a 
municipality to raise long term borrowing is largely dependent on Hs creditworthiness and financial position. As with all other municipalities, 
Umsobomvu Municipality’s borrowing strategy is primarily informed by the affordabtiily of debt repayments, The structure of the 
Municipality's debt portfolio is dominated by annuity loans. The following financial performance indicators have formed part of the 
compilation of the 2014/15 MTREF: 

• Capital charges to operating expenditure are a measure of the cost of borrowing in relation to the operating expenditure, It can be 
seen that the municipality has no borrowing cost in 2014/2015 and in 2015/16. While borrowing is considered a prudent financial 
instrument in financing capital infrastructure development, Ihis indicator will have to be carefully monitored golng forward as the 
Municipality has reached its prudential borrowing limits. 

• Borrowing funding of own capitai expenditure measures the degree to which own capital expenditure (excluding grants and 
contributions) has been funded by way of borrowing. The average over MTREF is zero per cent which substantiates the above 
mentioned statement that the Municipality has reached ils prudentiat borrowing limils. 

The Munidpaiity’s debt profile provides some interesting insights on the Municipality’s future borrowing capacity, Firstly, the use of 
amortising loans leads to high debt service costs at the beginning of the loan, which deciines steadily towards the end of the loan's term. 

The Municipality has raised mainly amortising loans over the past five years, hence effectively 'front-loading’ its debt service costs. Thls is 
reflected in the Municipality's debt service profile, whidt predicls large debl service costs between 2012 and 2017. Debt service costs are 
expected to peak in 2017 due to the redemption of the last few term loans held by the Municipality. 

In summary, various financial risks could have a negative impact on the fulure borrowing capacity of the municipality. In particular, the 
continued ability of the Municipality to meet its revenue largets and ensure its forecasted cash flow targets are achieved will be critical in 
meeting the repayments of the debt service costs. As part of the compilation of the 2014/201 5 MTREF the potential of smoothing out the 
debt profile over the longer term will be investigated. 

2.3.1. 2 Safety of Capital 

• The debt-to-equity ratio is a financiai ratio indicaling the relative proportion of equily and debt used in financing the municipality’s 
assets. The indicator is based on the total of loans, creditors, overdraft and tax provisions as a percentage of funds and reserves. 

• The gearing ratio is a measure of the total long term borrowings over funds and reserves. 
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2.3.2 Free Basic Services: basic sociai services package for indigent households 

The social package assists residents that have difficutly paying for services and are registered as indigent households in terms of the 
Indigent Policy of the Municipality. With the exception of waler, only registered indigents qualify for the free basic services. 

For the 2014/2015 financial year 3532 registered indigents have been provided for in the budget with this figured increasing to 4032 by 
2015/16. In terms of the Municipaiity's indigent policy registered households are entitled to 6kf fee water, 50 kwh of electricity, sanitation 
and free waste removal equivalent to removal once a week, as well as a discounl on their property rates. 

Further detail relating to the number of households receiving free basic services, the cost of free basic services, highest level of free basic 
services as weil as the revenue cost associated with the free basic services is contained in Table 16 MBRR A10 (Basic Service Delivery 
Measurement) on page 54. 

Note that the number of households in informal areas that receive free services and the cost of these services (e.g. the provision of water 
through stand pipes, water tankers, etc) are not taken into account in the table noted above. 


2.3.3 Providing clean water and managing waste water 

The Municipality is the Water Services Authority for the entire munidpality in terms of the Water Services Act, 1997 and acts as water 
services provider, The total water supply of is extracted and treated by the municipality, from rivers and boreholes. 

The Department of Water Affairs conducts an annual performance rating of water treatment works, presenting a Blue Drop or Green Drop 
award respectively to potable water treatment works and waste water treatment works that meet certain criteria of excelience. 

• The infrastructure at most of the waste water ireatment works is okj and insufficient to treat the increased voiumes of waste water to 
the necessary compllance standard; 

• Shortage of skilled personnel makes proper operations and maintenance difficult; 

• Electrical power supply to some of the piants Is oflen Interrupted which hampers the purification processes; and 

• There is a lack of proper regional catchment management, resulting in storm water entering the sewerage system. 

The foliowing are some of the steps that have been taken to address these challenges; 

• Infrastructure shortcomings are being addressed through the capital budget in teims of a 5-year upgrade plan; 

• The filling of vacancies has commenced and the Waste Water Division will embark on an in-house training programme, especiaily for 
operationa! personnel; 
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2.4.3 Budget Adjustment Policy 

The adjustments budget process is governed by various provisions in the MFMA and is aimed at instilling and establishing an increased 
ievel of discipline, responsibiiity and accountability in the financial management practices of municipalities. To ensure that the Municipaiity 
continues to deliver on its core mandate and achieves its developmental goals, the mid-year review and adjustment budget process will be 
utilised to ensure that underperforming functions are identified and funds redirected to performing functions. 


2.4.4 Supply Chain Management Policy 

The Supply Chain Management Policy was adopted by Council in May 2013. An amended policy will be considered by Councii in due 
course of which the amendments will be extensivefy consulted on. 


2.4.5 Budget Poiicy 

The Budget Poiicy aims to empower senior managers with an efficienl financial and budgetary amendment and control system to ensure 
optimum service delivery within the legislative framework of the MFMA and the Municipality's system of delegations. The Budget Policy was 
approved by Council in JULY 201 2 and was amended on 16 February 2014 in respect of both Operating and Capital Budget Fund Transfers. 


2.4.6 Cash Management and Investment Policy 

The Municipality’s Cash Management and investment Policy was amended by Council in May 2014. The aim of the policy is to ensure that 
the Municipality's surpius cash and investments are adequately managed, especially the funds set aside for the cash backing of certain 
reserves, The policy details the minimum cash and cash equivalents required at any point in time and introduce time frames to achieve 
certain benchmarks. 


2.4.7 Tariff Policies 

The Municipality's tariff policies provide a broad framework within which the Council can determine fair, transparent and affordable charges 
that also promote sustainable service delivery. The policies have been approved on various dates and a consolidated tariff policy is 
envisaged to be compiled for ease of administration and implementation of Ihe next two years. 
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Domestically, after five years of strong growth, durtng which about 400 jobs were created, our economy shrank by an estimated 1 .8 per cent 
last. It is expected that recovery from this deterioration wlll be slow and uneven, and that growth for 2014 will be .7 per cent rising to .8 per 
cent by 2016. 

Owing to the economic slowdown, financial resources are limited due to reduced payment leveis by consumers. This has resulted in 
declining cash inflows, which has necessitated restrained expenditure to ensure that cash outflows remain within the affordability parameters 
of the Municipality's finances, 


2.5.2 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken inlo consideration in the compilation of the 2014/2015 MTREF: 

• National Government macro-economic targets; 

• The general inflationary outlook and the impact on Municipality's residents and businesses: 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

• The increase in the cost of remuneration. Employee related costs comprise 38 per cent of total operating expenditure in the 
2013/2014 MTREF and therefore this increase above inftation places a di^roportionate upward pressure on the expenditure budget. 

2.5.3 Credit rating outlook 

No credit rating have been done by the Municipality 

2.5.4 Interest rates for borrowing and investment of funds 

The MFMA specifies that borrowing can oniy be utilised to fund capital or refinancing of borrowing in certain conditions. The Municipality 
engages in a number of financing arrangements to minimise its interest rate costs and risk. However, for Umsobomvu Municipality in the 
2014/2015 MTREF is based on the assumption that all borrowings are undertaken using fixed interest rates for amortisation-style loans 
requiring both regular principal and interest payments. As part of the compilation of the 2014/2015 MTREF the potential of smoothing out the 
debt profiie over the long term will be investigated. 


2.5.5 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightiy higher that CPI pver the long term. It is also assumed 
that current economic conditions, and relatively controlied inflationary conditions, will continue forthe forecasted term. 
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To achieve these priorities integration mechanisms are in place to ensure integrated planning and execution of various development 
programs. The focus will be to strengthen the Itnk between policy priorities and expenditure thereby ensuring the achievement of the 
nationai, provincial and local objectives. 


2.5.9 Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at least 97 per cenl is achieved on operating expenditure and 98 per cent on the capital programme for 
the 2014/2015 MTREF of which performance has beenfactored intothe cash flowbudget. 


2.6 Overview of budget fundlng 


2.6.1 Medium'term outiook: operating revenue 

The following table is a breakdown of the operating revenue over the medium-lerm: 



Table 32 Breakdown of the Operating R 

Description 

RThousand 

evenue overthe Medium-ternri 

2013/14 Medium Term Revenue & Expendlture Framework 

Budget Year 
2013/14 

% 

Budget Year 1 
2014/15 

% 

Budget Year+2 
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6.0 
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Service Charges 
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mm 
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7.0 
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- 
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■SSl 
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7.5 
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2.6 

P46iffi2®aQQi! 
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masi 
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0.1 


msasi 
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(Excluding Capital Transfers And 
Contributions) 

100,806.445 

0.2 

lbiT6l7;870!©D' 

6.5 

107.fi04e468.51 

3.3 

■ 

• .•V.. ....... 

1 1 l,7f) 

Total operating Expenditure 

r:::r(..-V>i29i254,2i4 

(2.7) 

125.745,783.63 

5.1 

:i32;22b;2 12:56: 

3.1 

136i372;b89.39: 

Surplus / Deficit 

(28,447,769.30) 

dSSI 

(24,727,913.34) 

(0.5) 

(24.615,745.14) 

2.3 

(25,169,737.10) 
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• Revenue management and enhancement; 

• Achievement of a 95 per cent annual collection rate for consumer revenue; 

• National Treasury guidellnes; 

• Electricity tariff increases \A/ithin the National Etectricity Regulator of South Africa (NERSA) approval; 

• Achievement of full cost recovery of specific user charges; 

' Determining tarlff escalatlon rate by establishing/calculating revenue requirements; 

• The Property Rates Pollcy in terms of the Munlcipal Property Rates Act, 2004 (Act 6 of 2004) (MPRA), and 

• And the abllity to extend ne'w services and obtain cost recovery levels. 

The above prlnciples guide the annual Increase tn the tariffs charged to the consumers and the ratepayers allgned to the economlc 
forecasts. 

The proposed tariff increases for the 2014/15 MTREF on the different revenue categories are; 


Table 33 Proposed Tariff Increase Over The Medium-term 


Revenue 

Category 

2014/15 

Proposed 

Tariff 

Increase 

2015/16 

Proposed 

Tarlff 

Increase 

2016/17 

Proposed 

Tariff 

tncrease 

2014/15 

Additional 
Reventie for 
Each 1?« Tarlff 
Increase ; 

2015/16, 

Additional 

Revenue 
Owihg To 1% 
Tariff 
• Increase 

2014/15 
Total. 
Budgeted 
. Revenue 










Property 

Rates 


6% 

6%' 

R 47.50 

R 50.33 

R 53.33 

Sanitatlon 


6% 


R 53.67 

R 74.17 

R 78.67 

Solid Waste 

'•'6 % 

6% 

6 

R 14.67 

R 55.16 

R 58.33 

Water 


6% 


R 125.17 

R99 33 

R 105.33 

Electricity 

7% ' 

7% 

7% 

R285 

R 27757“ 

R 328.71 
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Table 23 MBRR SA1 5 - Detail Investment Information 


NC072 Umsobomvu • Supporting Table SA15 Investment particulars by type 
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Guaranleed EndowmentPolicies (sinking} 
Repurchase Agreements - Banks 




12,000 

12,000 

ilioocT^ 

6,000 

6,000 

6,000 

Entlties sub-total 

- 

- 


nmm. 

■■■ 

■■ 

- 

- 

- 

Consolidated total: 

- 

i 




6,000 

6,000 

6,000 

























Umsobomvu Municipalitv 2014/15 Annual Budeet and MTREF 


Capital funding bysource - Chart A13 
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Figure 7 Sources of capital revenue for the 2013/14 financiai year 

Capital grants and receipts equates to 96.18 per cenl of the total funding source which represents R40.550 million for the 2014/15 financial 
year and steadily increases to R45.000 million or 100 per cent by 2014/15. Capilal grants are decreasing 28.89 per cent over the medium- 
term. 

Borrowing stiii remains an insignificant funding source for the capital programme over the medium-term. As explained earlier, the borrowing 
capacity of the Municipality has essentially reached its limits and going forward borrowing limits wiil remain constant. 

The following table is a detailed analysis of the Municipality’s borrowing liability. 
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Table 27 WIBRR Table SA 18 - Capital transfers and grant receipts 
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Table 28 MBRR Table A7 - Budget cash flow statement 
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Audlted 
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Outcome 

Outcome 

CASH FLOW FROM OPERATING ACTIVITIES 
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43.972 
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Table 29 MBRR Table A8 - Cash backed reserves/accumulated surplus reconciliation 


NC072 Umsobomvu ■ Table M Cash backed reserves/accufnulated surplus reconcillation 


Descrlption 

R thousand 

2010111 

Audiied 

Outcome 

2011/12 

Audrted 

Outeome 

2012/13 

Audited 

Outcome 

CurrentYear 201914 

2014115 Medium Term Revenue & 
Expendlture Framework 

Origlnal 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

BudgetYear 

2014/15 

Budget Year 
+1 2015/16 

BudgetYear 

+2 2016/17 

Cash and Investtnents available 










Cesh/cash egulvalents at ihe year end 

1,S06 

31.995 

34,410 

16.550 
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8,707 
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0 
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(4.550) 

(27.308) 
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20,356 
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Non currentassets ■ Inveslments 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cash and Investments avallable: 

1.506 

31,995 

34.410 

12,000 

12,000 

12,000 

39,524 

26,040 

16,300 
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- 

- 

- 

- 

- 
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- 

- 

- 

- 

- 

- 

- 

- 
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Olherworking capltal requirements 
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(23,375) 

(8,853) 

(23,685) 

(20.690) 
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(26,793) 

(27,962) 
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Olher provlsions 










Long term Investnenls commlited 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Reserves to be backed by cash/inveslments 










Tota! Appileatlon of cash and investmenU; 

(«811 

5,984 

17.149 

(23.685) 

(20,8901 

(20,890) 

(28,793) 

(27,962) 

(27,304) 

§urp'iu8(shoi^ali) 

2,16« 

M,oii 

17.261 

35.685 

32,890 

32.890 

66,317 

54,002 

43,604 


The cash backed reserves/accumulated surplus reconciliation is aligned lo the requirements of MFMA Circular 42 - Funding a Municlpai 
Budget. !n essence the table evaluates the funding levels of the budget by firslly forecasting the cash and investments at year end and 
secondly reconciling the available funding to the liabilities/commitments that exist. The outcome of this exercise would either be a surplus or 
deficit. A deficit would indicate that the applications exceed Ihe cash and investments available and would be indicative of non-compliance 
with the MFMA requirements that the municipality’s budget must be "funded". Non-compiiance with section 18 of the MFMA is assumed 
because a shortfall would indirectly indicate that the annual budget is not appropriately funded. 
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the community ts making a sufficient contribution toward the economic benefits they are consuming over the medium term. For the 
2014/2015 MTREF the indicative outcome is a surplus of R42.197 million. R44.983 miltion and R33.022 miilion. 

it needs to be noted that a surplus does not necessarity mean that ihe budget is funded (rom a cash flow perspective and the first two 
measures in the table are therefore critical. 


2. 6. 4 . 5 Property Rates/service charge revenue as a percentage increase less macro inflation target 

The purpose of this measure is to understand whether the municipality is contributing appropriately to the achievement of national inflation 
targets. This measure is based on the increase in 'revenue’. which wil! include both the change in the tariff as well as any assumption about 
real growth such as new property development, services consumption growth etc. 

The factor is calculated by deducting the maximum maao-economic inflation target increase (which is currently 3 - 6 per cent). The result is 
intended to be an approximation of the real increase in revenue. From the table above it can be seen that the percentage growth totals 2.4 
8.9 and declines ,2 percent for the respective financial year of the 2014/2015 MTREF. Considering the lowest percentage tariff increase in 
relation to revenue generated from rates and services charges is 5 per cent. w'rth the increase in electricity at 1 1 per cent it is to be expected 
that the increase in revenue will exceed the inflation target figures. However, the outcome is lower than it might be due to the slowdown in 
the economy and a reduction in consumption patterns. This trend will have to be carefully monitored and managed with the implementation 
of the budget. 

2. 6. 4. 6 Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are ‘coltected’. This measure is intended to analyse the underlying assumed 
collection rate for the MTREF to determine the relevance and credibility of Ihe budget assumptions contained in the budget. It can be seen 
that the outcome is at 97.4, 97.2 and 97.2 per cent for each of the respective financial years. Given that the assumed collection rate was 
based on a 95 per cent performance target, the cash flow statement has been conservatively determined. In addition the risks associated 
with objections to the valuation roll need to be clarified and hence the conservative approach, also taking into consideration the cash flow 
challenges experienced in the current financial year. This measure and performance objective will have to be meticulously managed. 
Should performance with the mid-year review and adjustments be posilive in relation to actual coilections of billed revenue, the adjustments 
budgetwill be amended accordingly. 


2. 6.4. 7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded and is based on the underlying assumption that 
the provision for debt impairment (doubtful and bad debts) has to be increased to offset under-collection of billed revenues. The provision 
has been appropriated at 4.1, 4.0 and 4.0 per cent over the MTREF. Considering the debt incentive scheme and the municipality's revenue 
management strategy’s objective to collect outstanding deblors of 90 days, the provision is well wlthin the accepted leading practice. 
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renewai/rehabilitation project. The objective is to summarise and understand the proportion of budgets being provided for new assets 
and also asset sustainability. A declining or low level of renewal funding may indicate that a budget is not credible and/or sustainable 
and future revenue is not being protected, similar to the justification for 'repairs and maintenance' budgets. Further detaiis in this 
regard are contained in Table 43 MBRR SA34b on page 117. 
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2.8 Councillor and employee benefits 

Table 33 WIBRR SA22 - Summary of councillor and staff benefits 
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Table 34 MBRR SA23 - Salaries, allowances and benefits (political office bearers/councillors/ senior managers) 



M3y 2014 


111 















tlVISOBOMVL 

MLNICIPALm 


2014/15 TO 2016/17 

MEDIUM TERM REVENUE AND 
EXPENDITURE FORECASTS 


this document can 


the foyers of all munici 


Umsobomvu Munidpality 


2014/15 Annual Budget and MTREF 


Table 44 MBRR SAIO - Funding compliance measurement 100 

Tabie 45 MBRR SA19 - Expenditure on transfers and grant programmes 106 

Tabie 46 MBRR SA 20 - Reconciliation between of transfers, grant receipts and unspent funds 107 

Table 47 MBRR SA22 - Summary of councllior and staff benefits 109 

Table 48 MBRR SA23 - Salaries, allowances and benefrts (political office bearers/counciilors/ senior 

managers) 111 

Table 49 MBRR SA24 -Summary of personnel numbers 112 

Table 50 MBRR SA25 - Budgeted monthly revenue and expenditure 113 

Table 51 MBRR SA26 - Budgeted monthly revenue and expenditure (municipal vote) 114 

Table 52 MBRR SA27 - Budgeted monthly revenue and expendrture (standard classification) 115 

Table 53 MBRR SA28 - Budgeted monthly capital expenditure (munlcipal vote) 117 

Table 54 MBRR SA29 - Budgeted monthly capita! expendrture (standard classification) 118 

Table 55 MBRR SA30 - Budgeted monthly cash flow 119 

Table 56 Water Services Department - operafmg revenue by source, expenditure by type and total 

capital expenditure Error! Bookmark not defined- 

Table 57 Water Services Department-Performance objectives and indicators Error! Bookmark not 

defined. 

Table 58 MBRR SA 34a - Capital expendlture on new assets by asset class 121 

Table 59 MBRR SA34b - Capital expendlture on the renewal of existing assets by asset class 122 

Table 60 M8RR SA34c - Repairs and malntenance expendlture by asset class 123 

Tabie 61 MBRR SA35 - Future financlal Implications of the capital budget 125 

Table 62 MBRR SA36 - Detailed capltal budget per munlclpal vote 126 

Table 63 MBRR SA37 - Projects delayed from previousflnanclal year 127 

Table 64 MBRR Table SAl - Supporting detail to budgeted flnancial performance....Errorl Bookmark not 
defined. 

Table 65 MBRR Table SA2 - Matrixfinancial performance budget (revenue source/expendituretype and 

department) Error! Bookmark not defmed. 

Table 66 MBRR Table SA3 -Supporting detailto Statementof Financial Position 133 

Table 67 MBRR Table SA9 - Social, economic and demographic statistics and assumptions 134 

Table 68 MBRR SA32 - List of external mechanisms 137 

List of Figures 

Figure 1 Main operational expenditure categorlesforthe 2013/2014 financial year 29 

Figure 2 Capital Infrastructure Programme 35 

Figure 3 Expenditure by major type 46 

Figure 4 Depreciation in relation to repairs and malntenance over the MTREF Errorl Bookmark not 

defined. 

Figure 5 Planning, budgeting and reporting cycle 73 

Figure 6 Defmition of performance informatlon concepts 75 

Figure 7 Breakdown of operating revenue over the 2013/2014 MTREF 88 


Umsobomvu Municipalitv 


2014/15 Annual Budget and MTREF 


Abbreviations and Acronyms 

AMR Automated Meter Reading 
ASGISA Accelerated and Shared Growth 
Initiative 

BPC Budget Pianning Committee 

CBD Central Business District 

CFO Chief Financial Officer 

CM Municipality Manager 

CPI Consumer Price Index 

CRRF Capital Replacement Reserve Fund 
DBSA Development Bank of South Africa 
DoRA Division of Revenue Act 
DWA Department of Water Affairs 
EE Employment Equity 

EEDSM Energy Efficiency Demand Side 
Management 
EM Executive Mayor 

FBS Free basic services 

GAMAP Generally Accepted Municipal 
Accounting Practice 
GDP Gross domestic product 

GDS Gauteng Growth and Development 
Strategy 

GFS Government Financial Statistics 
GRAP General Recognised Accounting 
Practice 

HR Human Resources 

HSRC Human Science Research Council 

IDP Integrated Development Strategy 

IT Information Technology 

kf kilolitre 

km kilometre 

KPA Key Performance Area 

KPI Key Performance Indicator 

kWh kilowatt 


l litre 

LED Locai Economic Development 

MEC Member of the Executive Committee 
MFMA Municipal Financial Management Act 
Programme 

MIG Municipat Infrastructure Grant 

MMC Member of Mayoral Committee 
MPRA Municipal Properties Rates Act 
MSA Municipal Systems Act 

MTEF Medium-term Expenditure 

Framework 

MTREF Medium-term Revenue and 
Expenditure Framework 
NERSA National Electricity Regulator South 
Africa 

NGO Non-Governmental organisations 
NKPIs National Key Performance Indicators 
OHS Occupational Health and Safety 
OP Operational Plan 

PBO Public Benefit Organisations 

PHC Provincial Health Care 

PMS Performance Management System 
PPE Property Plant and Equipment 

PPP Public Private Partnership 

PTIS Public Transport Infrastructure 

System 

RG Restructuring Grant 

RSC Regional Services Council 

SALGA South African Local Government 
Association 

SAPS South African Police Service 

SDBIP Service Delivery Budget 

Implementation Plan 

SMME Small Micro and Medium Enterprises 


Umsobomvu Municipalitv 2014/15 Annual Budgetand MTREF 


Part 1 - Annual Budget 


1.1 Mayor’s Report 

The Honourable Chief Whip. Cltr, Mdaia 
Counciiors of Umsobomvu Municipaiity 
Leaders of the Opposition Parties 
Leaders of All Political Parties 
The Municipal Manager and Officials 
Honourabie Guests 
Ladies and Gentlemen 

it Is my pleasure to be able to submit to you the third Revised Integrated Development Plan for years {201 2-201 7) as well as the 
Medium Term Revenueand Expenditureframework(MTREF)for 2015 -2017 throughfor theUmsobomvu Municipal councii, 

We are fresh from the National and Provincial Government Elections where Ihere \was a general resonance that there is a good story 
to tell and Umsobomvu Municipality is not exempted from this wonderful good story. 

As we are marching forward in bettering the lives of the people we must equally be mindful of the economic environment in which we 
as Umsobomvu Municipality function is not easy considering our high rate of unemployment, poverty, inequality and poor revenue 
base made worse, over the past few years, by the downturn in the economy caused by the worid economic recession resulting in such 
negative economic contributors as sky rocketing fuel and food prices. 

In the light of these factors over which we have little or no control we are faced as a munlcipality with a daunting task and the 
challenge of the foiiowing: 

> A huge backlogs in service delivery, 

> The socio-economic problems of high unemployment and poverty levels. 
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• The effectiveness of the governance systems is being assessed and staff within the institution must work in an 
integrated and focussed manner driven by the IDP. 

• We are striving that Umsobomvu Municipality becomes an employer of choice that capacitates both the counciliors and 
staff. 

Community services: 

• The areas l wish to highlight within the community services department relate to revenue enhancement and soiid waste 
sites. 

• The soiid waste site and its completion in all areas remain a priority and we will continue in the new financial year to 
access and allocate funds to this criticai area within community services. 

Infrastructure: 

• The focus of MIG funding wili be to ensure that projects are identifled within community and infrastructure to ensure the 
maximum impact on our community. 

• The emphasis wlll be on finalising our road projects and conllnuing on Ihe electrification of our townships, 

• The bulk of the MIG and RBIG funding is still committed to water projects in all three towns. 

• A major project on roads in Kuyasa will also start in the new financial year 

We have allocated R 39 million toward infrastructure, economic and environmental services 

Finance: 

• The process is ongoing to ensure credible data that forms the basis of our financial reporting and to this end we will 
ensure that the Abakus system is implemented and used as a management tool. 

• As a municipality we are grant dependant and to this end it is necessary to develop a plan for revenue enhancement to 
reduce our dependence and improve our financial viability. Hence one of the projects under financial viability is the 
development of a revenue enhancement project continuously. 
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Capitai budget; 


Grant funding: 

R39 million 

Own funds; 

R1,550miillon 

Total capital expenditure: 

R40,550miliion 


I herebytablethe Medium term Revenueand Expenditure Frameworkfor 2015through 2017 foradoption by the Umsobomvu 
Local Council as per the resolutions beiow; 


CLLR NL HERMANS 
MAYOR 
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4. To give proper effect to the municipality's annual budget. the Council of Umsobonwu Municipality Local Municipality approves: 

4.1 . That cash backing is implemented through the utilisation of a portion of the revenue generated from property rates to ensure that all 
capitat reserves and provisions, unspent long-term loans and unspent condttional grants are cash backed as required in terms of the 
municipality's funding and reserves policy as prescribed by section 8 of the Municipal Budget and Reporting Regulations. 

1.3 Executive Summary 

The application of sound financial management principles for the compilation of the Municipality’s financial plan is essential and critical to 
ensure that the Municipality remains financially viabie and that municipal services are provided sustainably, economicaily and equitabiy to all 
communities. 

The Municipality's business and service delivery priorilies were reviewed as part of this year’s ptanning and budget process. Where 
appropriate, funds were transferred from low- to high-priority programmes so as to maintain sound financial stewardship. A critical review 
was also undertaken of expenditures on noncore and 'nice to have’ items. This has resulted in savings to the municipaiity of nearly R.393 
million or 1 .8 percent of the current financial year's adjusled budget. Key areas where savings were realized were on telephone and Internet 
usage, printing, workshops, travel, accommodation, and catering. 

The Municipality has embarked on implementing a range of revenue coliection strategies to optimize the collection of debt owed by 
consumers. Furthermore, the Municipality has undertaken various customer care initiatives to ensure the municipality truly involves all 
citizens tn the process of ensuring a people lead government. 

Nationai Treasury's MFMA Circular No. 58 and 59 were used to guide the compilation of the 2014/2015 MTREF. 

The main challenges experienced during the compiiation of the 2014/2015 MTREF can be summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expendilure within the existing resource envelope given the cash flow realities and deciining 
cash position of the municipality; 

• The increased cost of buik water and electricity (due to tarHT increases Eskom), which is placing upward pressure on service tariffs to 
residents. Continuous high tariff increases are not sustainable - as Ihere will be point where services will no-longer be affordable; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as the need to fill criticai vacancies; 

• Affordability of capital projects - original allocations had to be reduced and the operalional expenditure associated with prior year’s 
capital investments needed to be factored into the budgel as part of the 2014/2015 MTREF process; and 

• Availability of affordable capital/borrowing. 
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Total operating revenue has remained the same for the 2014/2015 financial year vWien compared to the 2013/14 Adjustments Budget mainly 
due to operational grants received for special projects that was received in the 2013/2014 financial year. For the two outer years, 
operational revenue will increase by 7.18 and 3.56 per cent respectively, equating to a total revenue growth of R11,645 million over the 
MTREF when compared to the 2013/14 finandai year. 

Total operating expenditure for the 2014/2015 financial year has been appropriated at R126.029 miliion and translates into a budgeted 
deficit of R 24.728 million, When compared to the 2013/14 Adjustments Budget, operalionai expenditure has decreased by 2,5 per cent in 
the 2014/2015 budget and increased by 5.69 and 3.32 per cent for each of the respeclive outer years of the MTREF. The operating deficit 
for the two outer years decreases to R24,616 and R25.993 respectively. These deficits are non-cash related and are due to the council 
providing for infrastructure impairment and depreciation. 

The capital budget of R43,091 mitiion for 2014/2015 is 33.28 per cent tess when compared to the 2013/14 Adjustment Budget, The 
decrease is a result of some projects being completed and some close to completion. The capital programme decreases to R43,091 million 
in the 2014/15 financial year and then increases by 6.18 per cent in 2015/16 to R 45.753 million. All capital over the MTREF will be financed 
by Grants from National and own revenue. 

Note that the Municipality has reached its prudential borrowing limits and so there is very little scope to substantialiy Increase these 
borrowing ievels over the medium-term. The repayment of capilal and interest (debt services costs) has remained the same and will 
contlnue over the next ftve years due to new loans taken up in the past year, as a result of the need to replace specialised vehicles needed 
to meet the increased demand in services to be delivered. Consequently, the capital budgel remains relatively flat over the medium-term. 


1.4 Operating Revenue Framework 

For Umsobomvu Municipality to continue improving the quality of services provided to its ciltzens it needs to generate the required revenue. 
In these tough economic times strong revenue management is fundamental to the financial sustainability of every municipality. The reality is 
that we are faced with development backlogs and poverty. The expenditure required to address these challenges will inevitably always 
exceed available funding; hence difficult choices have to be made in relation to tariff inaeases and balancing expenditures against 
realistically anticipated revenues. 

The municipality's revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic pollcy; 

• Growth in the Municipality and continued econcMTiic development; 

• Efficient revenue management, which atms to ensure a 95 per cent annual collection rate for property rates and other key service 
charges; 

• Electricity tariff increases as approved by the National Etectricity Regulator of South Afrjca.{NERSA); 
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Table 3 Percentage Growth in Revenue 








?: -v;;--;; -v.:, v . v ,v . 

Revenue By Source 

Original 

Budget 

Adjusted 

Budget 

FullYear 

Forecast 

Budget Year 
2014/15 

% 

Increase/ 

Decrease 

Budget Year 
+1 2015/16 

BudgetYear-t- 

22016/17 

ProDertv Rates 

. 4,445,640.00 

4,746,080.00 

4,746,080.00 

5,030,845.00 

6.00 

5,332,695.00 

-5,652,658.00 

Prooertv Rates-Penatties & Coliection Charees 

159,000.00 

159,000.00 

159,000.00 

168,540.00 

6.00 

178,652.00 


Servlce Charees • Electricitv Revenue 

21,060,000.00 

25,757,700.00 

25,757,700.00 

27,752,812.00 


29,696,442,00 


Service Charees • Water Revenue 

9,180,000.00 

9,180,000.00 

9,180,000.00 

9,931,254.00 

8.18 

10,527,129.00 

'. -Ilvl58, 757.00' 

Servlce Charges- Sanitation Revenue 

6,804,423.36 

6,935,000.00 

6,935,00a00 

7,417,821.00 

6.96 

7,862,831,00 

8,334,54100.: 

Servlce Charges Refuse Revenue 

5,198,060.00 

5,422,052.00 

5,422,052.00 

5,725,794.00 


6,069,341.00 

6,433,502.00^ 

Rental of Facilitles and Eauipment 

307,63a00 

374,694.40 

374,694.40 

395,540.00 

msm 

417,636.00 

• : 44i;05Bi00.; 

Interest Earned - External Investment 

21,500.00 

512,000.00 

512.000.00 

312,000.00 

:'f{39.06) 

312,000.00 

312,000.00; 

Interest Earned • Outstanding Oebtors 

1,328,300.00 

1,325,000.00 

1,325,000.00 

X426,994.00 


1,517,492.00 

1742,019.00' 

Fines 

12,600.00 

1,500,000.00 

1,500,000.00 

1,575,000.00 

^V5.0a: 

1,653,750.00 


Licenses and Permits 

373,242.34 

592,568.16 

592,568.16 

710,282.00 

'.^19.87: 

745,681.00 


Agencv Services 

84,000.00 

84,000.00 

84,000-00 

. 

v-im'bo) 

- 


Transfers Recognised- Operational 

35,116,500.00 

39,929,500.00 

39,929,500.00 

3&,664.4Cia00 

:. ••■"•18.18) 

40.073.950.00 

•,':'4l, 374:200.00 

Other Revenue 


4.288.850.00 





ssrns3^ 


In iine with the formats prescribed by the Wlunicipal Budget and Reporting Regulalions, capital transfers and contributions are excluded from 
the operating statement, as inciusion of these revenue sources would dlstorl the calculation of the operating surplus/deficit. 


Revenue generated from rates and services charges forms a significant percentage of the revenue basket for the Municipality. Rates and 
service charge revenues comprise more than haif of the total revenue mix. In the 2013/14 financial year, revenue from rates and services 
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NC072 Umsobomvu » Supporting Tabte SA18 Transferg ar\cl grant receipts 


Description 


2010/11 


2011/12 


R thousand 

Audlled 

Audlled 

Audilad 

Origlnal 

Adfusted 

Pull Vsar 

Budget Ysar 

Budget Year 

Budget Yaar 

Outoome 

Outcom e 

Oulcome 

Budoct 

Budeet 

Foreeast 

2014116 

+1 2016/16 

*2 2016/17 

RECEIPTS: 




















National Oovernment: 

2S,707 

28.33S 

31.619 

34,402 


34.162 

36,673 

38,389 

39,417 

Equltable share 

23.637 

26.096 

29.319 

30.684 

30.684 

30.684 

32.382 

34.906 

ii.hB 

FINANCE MANA3EUENT 

1.215 

1.450 

1.500 

1.6S0 

1.660 

1,650 

1.800 

1,950 

2,100 

USIO 

750 

790 

800 

890 

690 

890 

934 

967 

1,018 

UIQ ADUIN • PMU 

w 

• 


678 

678 

678 

657 

665 

681 

Energy Efliclency and Damand Managemeni 

10S 

• 


500 

260 

250 




SUBSIOY STATS 

- 

- 


- 






Olher transters and grenb (Insert daacrlDtlon| 










Provinclal Bovarnment: 

3S9 

S22 

715 

715 

708 

708 

B91 

1,665 

1,657 

DSPT ART & CULTURE (LISRARY) 

359 


715 

716 

708 

708 

951 



YOUTH PROSRAMS 

- 



- 






IUMUNI8ATION ORANT 

Olhar transfers and granls (Inseri descrlptlon] 

” 








H 

Dietrlct Uunlolpsilty: 

_ 

lllll[|||[BI 

_ 

_ 

_ 

_ 

_ 



OISTRICT MUNICIPAUTy 

Othar transfart and grenta pnsart descr/ptlon 


■■1 

jgm 





bhi 


Other gront provldere: 

_ 

_ 


« 

3.600 

3.600 


Hniiiiiim 

- 

lEC INFPASTRUCTUPB 










Other transfers enO orents nnseri desoiiotlon 





3.600 

3.600 




Total Oparatlng Tranafere and Orants 

26,066 

28.857 

32.334 

35.117 

38.460 

36.460 

36,664 

40,074 

41,374 











Nstlenai Oevernment; 

1.629 

45.492 

51.921 

SS.973 

47.473 

47,473 

43.091 

46,753 

32.043 

RBIQ • DWAP 

• 

■~3>.B69 

28.350 

35.000 

31.000 

31,055 

30,000 

30,000 

18,000 

HOUSINQ PROJECTS 

1.620 

1.664 

• 

- 


.. 




EEDQ 


69 

6.000 

4.500 


e. 

a. 

. 


MIO - OAPITAL 

- 

3.684 

14.271 

12,873 

12,873 

12,873 

10,591 

10,753 

11,043 

INEP 


2.316 

3.300 

2,600 

2.600 

2.600 

1,600 

6,000 

3,000 

EPWP 



1.000 

1.000 

1.000 

1.000 

1,000 

- 


Provinclal Govornment: 

2.804 

298 

_ 

2.SOO 

_ 

_ 

_ 

_ 

_ 

CHSASTER 

HHIIIIIIBIi 


■■■■■ 

■BfllHi 

■hhhh 

HHHBBi 

WBBBM 



C€PRT OP SAPETY 


298 


- 


hhhhh 

■■Hai 



EPWP 




2,500 

- 





Oistrlct Munlclpallty: 


- 

- 

_ 

_ 

h^^^B|[ 

IHH 

_ 

_ 

DISTRICT MUNICIPALITY 

HHh 









Oth«r grant providers: 

_ 

_ 


_ 


2,600 

_ 

_ 

_ 

Kgo/so Pula Na/o 










Total Capltal Transfers and Grants 


45,790 


50,473 

47,473 

50,073 

43.091 

45,753 

32,043 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 

30.490 

74, M7 

04,255 

93.569 

65,932 

88.532 

79.755 

85,827 

73,417 


Ctirrent Year 2013/14 


2014/15 Mediuir 
Exponditur 


Term Revenu 
i Pram owork 


May 2014 
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• For pensioners, physically and mentaily disabled persons, a maximumftotal rebate of 50 per cent (calculated on a sliding scale) will 
be granted to owners of rate-able property if the tolal gross income of the applicant and/or his/her spouse, if any, does not to exceed 
the amount equal to twice the annual state pension as approved by the National Government for a financial year. In this regard the 
following stipulations are relevant; 

- The rate-able property concerned must be occupied only by the applicant and his/her spouse, if any, and by dependants 
without income; 

- The appiicant must submit proof of his/her age and identity and, in the case of a physically or mentally handicapped person, 
proof of certification by a Medical Officer of Health, also proof of the annual income from a social pension; 

■ The applicant’s account must be paid in full, or if not, an arrangement to pay the debt should be in place; and 

- The property must be categorized as residential. 

• The Municipality may award a 100 per cent grant-in-aid on the assessment rates of rate-able properties of certain classes such as 
registered welfare organizations, institutions or organizations performing charitable work, sports grounds used for purposes of 
amateur sport. The owner of such a property must apply to the Chief Financial Officer in the prescribed format for such a grant. 

The categories of rate-able properties for purposes of levying rates and the proposed rates for the 201 4/201 5 financial year based on a 6 per 
cent increase from 1 July 2014 is contained below: 


Table 5 Comparison of Proposed Rates 


Category ^ i 

Current Tariff 
(1 July 201^) 

Proposed Tariff 
(From 1 July 2014) 

Residential Properties 

0.011573 

0.010879 

State Owned Properties 

0.01866 

0.017541 

Business & Commercial 

0.0129267 

0.012869 

Agricultural 

0.00273 

0.002720 
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Table 6 Proposed Water Tariffs 


jCategpKy: 


Xurfent 


Residential 

(!) 0 to 6 kl per 30-day period 
(li) 7 to 20 kl per 30-day period 
(iii) 21- 30kl per 20-day period 


Non Residential 

(i) 0-60kl per SO-day period 

(ii) 61kl per 30-day period 


The foliowing table shows the impact of the proposed increases in water tariffe on the water charges for a single dwelling-house: 
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The foilowing table shows the impact of the proposed increases in electridty tariffs on the eiectricity charges for domestic customers; 


Tabfe 8 Comparison Between Current Electridty Charges And Increases ( Domestic) 



Proposed 
Amount Payable 


Difference 

increase 


Monthly 

Cohsumption 

Kwh 


Current 

Amount Payable 


Percentage 

Change 


500 


750 


It should further be noted that NERSA has advised that a stepped tariff structure needs to be implemented from 1 July 201 1 , The effect 
thereof has been that the higher the consumption, the hlgher the cost per kWh. The aim is to subsidise the lower consumption users (mostiy 
the poor). The Municipality is impiementing the stepped tariff strudure according to NERSA's proposal. 

The inadequate electricity bulk capacity and the impad on service delivery and development remains a challenge for the Municipality. Most 
of the suburbs and inner Municipality reticulation network was designed or strengthened In Ihe early 1 980’s with an expected 20-25 year life- 
expedancy. The upgrading of the Municipality’s eiedricity network has therefore become a strategic priority, especially the substations and 
transmission iines. 


Owing to the high increases in Eskom’s bulk tariffs, it is clearly nol possible to fund these necessary upgrades through increases in the 
municipal eiectricity tariff - as the resultant tariff increases would be unaffordable for the consumers. . As part of the 2015/2016 and 
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Table 9 Comparison Between Current Sanitation Charges And Increases 


Description 

CurrentYear 

2015/14 

2014/15 MediumTerm Revenue & 
Expenditure Framework 

Budget 

Year 

2014/15 

Budget 

Year+1 

2015/16 

Budget 

Year+2 

2016/17 

Waste Water Tariffs 





Basic Charge/Fixed Fee (Rands/Month) 

:'Tv^:.v'.'8S.02 

92.68 

98.2408 

104.135248 

Service Point-Vacant Land (Rand/Month) 


53.49 

i:^T5S;:699^ 

60,101364 

Conservancy Tank Househoid ( 1 Service per Month) 

63.68 

69.41 


77,989076 

Conservancy Tank Househoid ( Additionai Servlce per Month) : Payabie in Advance 


73.58 

:^77i99fe 

82.674488 

Conservancy Tank Schools per Load 


101.76 

I^;1C)S86S6 

114.337536 

Conservancy Tank Businesses per Load Wlth Mlnlmum of 1 Load per Month 


101.76 

f:ib^86se 

114.337536 

Night soil Removal ( Per Bucket per Month) 


50.48 

;ii;53:S088 

56,719328 

Nlght Soll Rondawel (Per Bucket per Month) 

i^iiS32;66 

35.6 


40.00016 

Meatlands Industrlal Effluent per Month 





Meatlands Sewerage Same As Buslness Tarlffs 

-- - - . s ; 




Meatlands Oumping Charges Of Blood And Dung per Month 

*K727:77 

793.26 

:Lj84d;8^6 

891.306936 

Sewerage Househoid/Colesberg High School/ per Month 

•#-S?85;02 

92.68 

:p;9&^8 

104,135248 

Sewerage Prison per Point per Month 


311.65 

?i!330;3^ 

350.16994 

Sewerage Garages and State per Point per Month 


187.56 

JT198.8136 

210,742416 

Sewerage Hospltal per Point per Month 

vT.;C^3iB;94 

333.48 

Ti3S;4888 

374,698128 

Sewerage Business Normal 


120.13 

Sii27;3378 

134.978068 

Sewerage Business With Minimum of 2 Points per Month 

T;/; T 'iyo^fS 

185.36 

il9&4fii6 

208,270496 

Sewerage Business Additional Connection 

:':;^-.;r4o:93 

44.62 

iJK^2972 

50.135032 

Sewerage Availability per Month 

? : :49;b7 

53.49 

KC56;6994 

60.101364 

Meatiands per Sheep ( Effluent) 

O.'TO 

0.76 

0.8056 

0.853936 
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The following table compares current and proposed amounts payable from 1 July 2014: 


Table 11 Comparison Between Current Waste Removal Fees and Increases (Domestic) 



Proposed.j 

Tarl^'ifi 

2014/20«; 


Difference 

(ino-e^e) 


i; Current^ 
Tariffs V > 
2013/2014 


Increase' 


ISMlng 


Domestic» Monthly 


Additional Bin Per Month 


Business 


Garden Refuse 
Households 



R5.51 

9% 


R1.87 

9% 


R7.93 

9% 


R0.55 

9% 


1 .4.5 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on a large and small household, as well as an indigent 
household receiving free basic services. 

Note that in all instances the overall impact of the tariff Increases on household’s bills has been kept to between 7.4 and 7,6 per cent and 7.6 
per cent for indigents. 
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1.5 Operating Expendlture Framework 

The Municipality's expenditure framework for the 2014/15 budget and MTREF is informed by the following: 

• The asset renewa! strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expendilure should nol exceed operating revenue) unless there are existing uncommitted 
cash-backed reserves to fund any deficit; 

• Funding of the budget overthe medium-term as informed by Sedion 18 and 19 of the MFMA; 

• The capital programme is aligned to the assel renewal strategy and backlog eradication plan; 

• Operatlonal galns and efficiencies will be directed to funding the capital budget and other core services; and 

• Strlct adherence to the principte of no project plans no budget If there is no business ptan no funding allocation can be made, 


The following table is a high level summary of the 2014/2015 budget and MTREF (classified per main type of operating expenditure): 
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The cost associated with the remuneration of councillors is determined by the Minister of Co-operative Governance and Traditional Affairs in 
accordance with the Remuneration of Public Office Bearers Act, 1998 {Act 20 of 1998). The most recent proclamation in this regard has 
been taken into account in compiling the Municipality's budget. 

The provision of debt impairment was determined based on an annual collecɓon rate of 85 per cent and the Debt Write-off Policy of the 
Municipality. For the 2014/2015 financial yearthis amountequates to R5.238 million and escalates to R5.565 miliion by 2015/16. While this 
expenditure is considered to be a non-cash flow ilem, it informed the total cost associated with rendering the services of the municipaiity, as 
weil as the municipality's realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality's Asset Management Poiicy. Depreciation is widely 
considered a proxy for the measurement of the rate assel consumption. Note that the impiementation of GRAP 17 accounting standard 
has meant bringing a range of assets previously not included in the assets register onto the register. This has resulted in a significant 
increase in depreciation relative to previous years. 

Finance charges consist primarily of the repayment of interest on tong-term borrowing (cost of capital). Finance charges make up 0.24 per 
cent (R.296 million) of operating expenditure excluding annual redemption for 2014/201 5. As previously noted, the Municipality has reached 
its prudential limits for borrowing - hence the planned borrowing to finance the capital budget does not result in finance charges as a 
percentage of operational expenditure increasing - rather it decreases to 0.19 and 0.17 per cent overthe MTREF, 

Bulk purchases are directly informed by the purchase of electricity from Eskom and water from DWAF. The annual price increases have 
been factored into the budget appropriations and directly inform the revenue provisions. The expenditures include distribution losses. 

Other materials comprise of amongst others the purchase of fuel, diesel, materials for maintenance, cleaning materials and chemicals. In 
line with the Municipality's repairs and maintenance plan this group of expendilure has been prioritised to ensure sustainability of the 
Municipality's infrastructure. 


Other expenditure comprises of various line items relating to Ihe daily operations of the municipality. This group of expenditure has also 
been identified as an area in which cost savings and efficiencies can be achieved. In the 2014/2015 it has decreased by 23.06 per cent and 
increased and decreased by 3,93 and 1.68 per cent respectively in the outeryears. 

The following table gives a breakdown of the maln expenditure categories for the 2014/201 5 financial year. 
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During the compilation of the 2014/2015 WITREF operational repairs and maintenance was identified as a strategic imperative owing to the 
aging of the Municipaiity’s infrastructure and historic deferred maintenance. To this end, repairs and maintenance was substantially 
increased by 13.94 per cent in the 2014/2015 finandal year, from R2.167 midion to R2.469 million. This strategic imperative remains a 
priority as can be seen by the budget appropriations overthe MTREF. The total allocation for 2014/2015 equates to R2.469 miilion a growth 
of 1 3.94 per cent in reiation to the Adjustment Budget and continues to grow at 3.32 and remain constant there over the MTREF. In relation 
to the total operating expenditure. repairs and maintenance comprises of 1 .96 per cent for the respective financial years of the MTREF. This 
is mainly due to bulk electricity purchases that continually exceed grov/th in other expenditure items. 

The table below provides a breakdown of the repairs and maintenance in relation to asset ciass; 

Tabie 4 Repairs and maintenance per asset dass 
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For the 2014/2015 financial year, 41.88 per cenl or R1.034 million of total repairs and maintenance will be spent on infrastructure assets. 
Electricity infrastructure has received a significant proportion of this allocation totalling 60.06 per cent (R.621mil!ion), followed by water 
infrastructure at 32.59 per cent (R.337 miliion), sanitation at 4.83 per cent (R.050 million) and roads at 2.52 per cent (R.026 million). 
Community assets have been allocated R,199 million of total repairs and maintenance. 

1.5.2 Free Basic Services: Basic Social Services Package 

The social package asslsts households that are poor or face other circumstances that limit their ability to pay for services, To receive these 
free services the households are requlred to register in terms of the Municipality’s Indigent Policy. The target is to register 3782 or more 
indigent househoids during the 2014/2015 financial year, a process revlewed annually. Detail relating to free services, cost of free basis 
services, revenue iost owlng to free basic services as well as basic service delivery measurement is contalned in Table 16 MBRR A10 
(Basic Service Deiivery Measurement) on page 54. 

The cost of the social package of the registered indigent households is largely financed by national government through the local 
government equltabie share received In terms of the annual Division of Revenue Act. 


1.6 Capltal expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 
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For 2014/2015 an amount of R 40.550 million has been appropriated for the development of infrastructure which represents 100 per cent of 
the total capital budget. In the outer years this amount totals R45 milllon, 100 per cenl and R32 million, 100 per cent respectively for each of 
the financial years. Water services receives the highest allocation of R 31.500 million in 2014/2015 which equates to 77.68 per cent 
followed by roads infrastructure at 14,8 per cent, R6 million. 

Total new assets represent 100 per cent or R 40.550 million of the total capital budgets. Further detaii relating to asset classes and 
proposed capital expenditure is contained in Table 15 MBRR A9 (Asset Management) on page 50, In addition to the MBRR Table A9, 
MBRR Tables SA34a. b. c provides a detailed breakdown of the capital programme reiating to new asset construction, capital asset renewai 
as well as operatlonal repatrs and maintenance by asset class (refer to pages 88, 89 and 90). Some of the salient projects to be undertaken 
over the medium-term inctudes, amongst others; 

• Electricity for all (backlog eradiation) - R1.5 million; 

• Bulk supply and backlog eradication of water- R8. million; 

• Backlog eradication of roads - R6 mitlion; 

Furthermore pages 92 to 96 contain a detail breakdown of the capital budget per projecl over the medium-term. 

The following graph provides a breakdown of the capital budget to be spent on infrastructure related projects over the MTREF. 
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1 .6.1 Future operational cost of new infrastructure 

The future operational costs and revenues associated with Ihe capttai programme have been included in the MTREF expenditure. This 
concomitant operationa! expenditure is expected to escalate to R2 million by 2016/17. It needs to be noted that as part of the 2014/15 
MTREF, this expenditure has been factored into the two outer years of the operational budget. 

1 .7 Annuai Budget Tables 

The following eighteen pages present the ten main budget tables as required in terms of section 8 of the Municipal Budget and Reporting 
Regulations, These tables set out the municipalit/s 2014/2015 budget and MTREF as approved by the Council, Each table is accompanied 
by explanatory notes on the facing page, 

Table 6 MBRR Table A1 - Budget Summary 
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Explanatory notes to MBRR Table A1 - Budget Summary 

1 . Table A1 is a budget summary and provides a concise overview of the Municipality’s budget from all of the major financiai perspectives 
(operating, capita! expenditure, financial position. cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Coundl for operating performance, resources deployed to capital 
expenditure, financial position, cash and funding compliance, as iwell as the munidpality’s commitment to eliminating basic service 
delivery backlogs. 

3. Financial management reforms emphasises the importance of Ihe munidpal budget being funded, This requires the simultaneous 
assessment of the Ftnancial Performance, Financial Position and Cash Flow Budgets, along with the Capital Budget, The Budget 
Summary provides the key information in this regard; 

a, The operating surplus (after Total Expenditure) is positive over the MTREF 

b, Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow Budget 

iii. Internally generated funds are financed from a combination of the current operating surplus and accumulated cash- 
backed surpluses from previous years. The amount is incorporaled in the Net cash from investing on the Cash Flow 
Budget. The fact that the municipality’s cash flow remains positive, and is improving indicates that the necessary cash 
resources are avallable to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the municipality was not paying much attention to 
managlng this aspect of its finances, and consequently many of its obligations are not cash-backed. This place the municipality in a very 
vuinerable flnanclal position, as the recent slow-down in revenue collections highlighted. Consequently Council has taken a deliberate 
declslon to ensure adequate cash-backing for all material obiigations in accordance with the recently adopted Funding and Reserves 
Policy. This cannot be achieved in one financial year. 

5. Even though the Council is placing great emphasis on securing the financial sustainability of the municipality, this is not being done at 
the expense of services to the poor, The section of Free Services shows thal the amount spent on Free Basic Services and the revenue 
cost of free services provided by the municipaiity continues lo Increase. In addition, the municipality continues to make progress in 
addressing service delivery backlogs. it Is anticipated that by 2014/15 the water backlog will have been elimlnated. 
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Explanatory notes to MBRR Table A2 - Budgeted Flnancial Performance (revenue and expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure per standard classification. The 
modified GFS standard classification divides the munidpal services into 4 functional areas. Municipal revenue, operating expenditure 
and capital expenditure are then classified in terms if each of these functional areas which enables the National Treasury to compile 
'whole of government' reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised - capital) and so does not balance to the operating 
revenue shown on Table A4, 

3. Note that as a general principle the revenues for the Trading Services should exceed their expenditures, The table highlights that this is 
the case for Electricity, Water, Waste water and the Waste management function. As already noted above, the municipality will be 
undertaking a detailed study of this function to explore ways of improving efflciencies and provide a basis for re-evaluating the function's 
tariff structure, 

4. Other functions that show a deficit between revenue and expenditure are being financed from rates revenues and other revenue sources 
reflected underthe Corporate Services. 
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and expendlture by municipal vote) 

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and expenditure per municipal vote. This table 
faciiitates the view of the budgeted operating perfomiance in relation to the organisational structure of the Municipality. This means it is 
possible to present the operating surplus or deficit of a vole. The following table is an anaiysis of the surpius or deficit for the eiectricity 
and water trading services. 


Table 9 Surplu8/(Deflclt) calculatlons for the tradlng services 





ROiojsand 
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Outcome 
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***tW»uOefi 

: Fttirftef - 
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25030 

2S!^ 

29286 1 88411 

31295 




y:Ws=mai 






. 219.73 

•Ajat 

• SA8 

7.78 

. . 16.25 


24.33 

22.80 

19.39 


2 . Although there is a 10% increase from the 2013/2014 adjustment due to more efficient biliing the electricity trading surplus is 
deteriorating over the 2014/15 MTREF from 24.3 per cent or R7 million in 2013/14 to 19 per cent or R6 million by 2015/16. This is 
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NC072 Umsobomvu - Tabla A4 Budaated 

Financlal Parformance freven 

Descriptlen 


2011/12 

2 

R thousand 

Audrted 

Auditad 

A 

Outoome 

Outceme 

Oi 





Prcperty ralps 

3.812 

4.146 


Fropart/ rates > penallies & eollection char^os 

S59 

285 


Ssrvioe chargss .eleotrlelt/ revenue 

13.963 

16.680 


Sarviea chargas • watar ravanua 

7.351 

8.117 


Ssrvlee ehargea - aanltaljon ravenus 

4,635 

5.506 


Servioe ohergea • refljse revenue 

3.929 

4.476 


Sarv lea ehargea • clhar 

- 

270 


Rental ertaellllies and equlement 

406 

379 


Intarast aamad « axtamal Invaalmants 

56 

419 


Interast aamad * oubtanding dabtora 

1.258 

«.431 


Dlvldenda reealvsd 

- 

- 


Plnaa 

1.313 

5.365 


Lleencas end permics 
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435 


Ageney aervlees 

- 

- 


Transfera raoognlaad • oparabonal 

26, 450 

28.657 


Olhar ravenua 

4.140 

6.948 


Oaine on dispesal ef PPE 

- 

- 


Total Ravan ua (axoludlng oapltal tranafara 
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«8,447 

63.316 






Empleyaa ralatad costa 

26,041 

27.209 


Remunerallon of counclllors 
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6.008 

2.021 
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26.721 

28,039 


Plnenca chergas 
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BulK purehases 

Olher malerlals 

11.011 

14,101 


Conlreoled servioes 

4.405 

3,590 


TranstiBrs end granb 




Olher expendlture 

20.902 

27,035 


Loas on dlaposal of PP£ 

— 

407 


Total Bxoar>dJtura 

96.508 

■■KSKSl 


8urpius/(Daf1 olt) 

(28,061) 

<21.624) 


Translera recognlsed capllel 
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• 
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2,924 

24.754 
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Figure 3 Expenditure by major type 

6. Bulk purchases have significantly increased overthe 2010/2011 to 2016/17 period escaiating from R11.011 million to R21.725 million. 
These increases can be attributed to the substantial increase in the cost of bulk electricity from Eskom and water from DWAF. 

7. Employee related costs and bulk purchases are the main cost drivers within the municipafity and alternative operational gains and 
efficiencies wili have to be identified to lessen the impact of wage and bulk tariff increases in future years. 
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding source 


1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by municipal vote (multi-year and single-year 
appropriations); capital expenditure by standard classification; and the funding sources necessary to fund the capital budget, includlng 
information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital budget appropriations. 

3. Single-year capital expenditure has been appropriated at R9.050 million forthe 2014/2015 financial year and remains relatively constant 
In the 2015/2016 financial year and increases to R 32 milllon in the 2016/2017 financial year. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that will be incurred in the specific budget year 
such as the procurement of vehicles and spedalized tools and equipment. The budget appropriations for the two outer years are 
indfcative allocations based on the departmental business plans as informed by the IDP and will be revlewed on an annual basls to 
assess the relevance of the expenditure in relation to the strategic objectives and service delivery imperatives of the Municipality. For 
the purpose of funding assessment of the MTREF, these appropriations have been inciuded but no commitments will be incurred against 
slngle-year appropriations for the two outer-years. 

5. The capital programme Is funded from capital and provincial grants and transfers For 2014/2015. capital transfers totals R40.550 million 
(100 per cent) and R45million by 2015/16 (100 per cent). These funding sources are further discussed in detail in 2,6 (Overview of 
Budget Funding). 


Table 12 MBRR Table A6 • Budgeted Financlal Positlon 
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Explanatoty notes to Table A6 - Budgeted Financial Position 

1 . Table A6 is consistent with international standards of good financial management praclice, and improves understandability for councilors 
and management of the impact of the budget on fhe statement offinancial position (balance sheet). 

2. This format of presenting the statement of flnancial position is aligned to GRAP1, which is generally aligned to the international version 
which presents Assets less Liabilities as “accounting” Communily Wealth. The order of items within each group illustrates items in order 
of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met h'om cash, appear first. 

3. Table 66 is supported by an extensive table of notes (SA3 which can be found on page 102) providing a detailed analysis of the major 
components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 

4. The municipa! equivalent of equity is Community Wealth/Equity. The justification is that ownership and the net assets of the municipality 
belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will Inevilably impact on the Budgeted Financial Position, 
As an example, the collection rate assumption will impacl on the cash position of the municipality and subsequently inform the level of 
cash and cash equivalents at year end. Simiiarly, the collection rate assumption should inform the budget appropriation for debt 
impairment which in turn would impact on the provision for bad debt. These budget and planning assumptions form a criticai link In 
determining the applicability and relevance of the budget as well as the determination of ratios and financial indicators. In addition the 
funding compliance assessment is informed directly by forecasting the slatement of financial position. 
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Explanatory notes to Tabie A7 - Budgeted Cash Flow Statement 

1 . The budgeted cash flow statement is the first measurement in determining if the budget is funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely lo result from the implementation of the budget. 

3. It can be seen that the cash levels of the Municipality has been moving up and down over the 2010/1 1 to 2016/17 period as it can be 
noted from the decrease of R 23.941 miliion. 

4. The approved 2014/2015 MTREF provide for a net increase in cash of R13.480 million for the 2015/16 financiat year resulting in an 
overali projected positive cash position of R8.707 million at year end. 

5. As part of the 2013/14 mid-year review and Adjustments Budget this unsustainable cash position had to be addressed as a matter of 
urgency and various interventions were implemented such as the reduction of expenditure allocations and rationalization of spending 
priorities. 

6. In addition the Municipality undertook an extensive debt collection drive resulting in cash receipts on arrear debtors. These interventions 
translated into an expected net cash position of R13.712 million for the 2013/14 financiai year and cash and cash equivalents totaled 
R39.308 million at year end, 

7. The 201 4/201 5 MTREF has been informed by the planning principle of ensuring adequate cash reserves over the medlum'term. 

8. Cash and cash equivalents totals R19.168 million as at the end of the 2014/2015 financial year and declines to R8.707 milNon by 
2016/17. 
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7. As part of the budgeting and planning guidelines that informed the compilation of the 2013/2014 MTREF the end objective of the 
medium-term framework was to ensure the budget is funded aligned to section 18 of the MFMA. 

8. As can be seen the budget has been modeiied to progressively increase from R32.9 million to R46 million by 2016/17. 


Table 15 MBRR Table A9 - Asset Management 
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new assets and the renewal of existing assets, as weli as 
spending on repairs and maintenance by asset class. 

2. National Treasury has recommended that municipalities should allocate at teast 40 per cent of their capital budget to the renewal of 
existing assets, and allocations to repairs and mainlenance should be 8 per cent of PPE. The Municipality does not meet both these 
recommendations a$ the focus of resources is on new Basic service infrastructure and repair and maintenance amounts to ,48 per cent. 
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ous9holds receivinq Frce Basic S&fvice 

Water (6 kilolifres per household per month} 
Sanitafion {free minimum level service) 
Electricity/other energy (50kwh per household | 
Refuse (removed at leasf once a week) 


Water (6 kilolltres per household per monlh) 
Sanitation (free sanitafion service) 
Electricl^/olher energy (SOkwh per household pi 
Reliise (removed once a week) 

Total cost of FBS provlded (mlnlmum sodal p 

HJghesl level of free.servlce provlded 
Property rates (R value Ihreshold) 

Water (kllolllres per household per month) 
Sanltation (kljolllres per household per monlh) 
Sanilation (Rand per househoid per monVt) 
Eleclriclty (kwh per household per month) 
Refiise (average lilres per week) 


175! 

189 


2.078 

192 1 

202 


2.137 

131 1 

163 


1.397 

150 1 

15$ 


2,171 

648 ; 

710“ 


7,783 

82,274 i 

90,024 

1C 

19.620 

e! 

6 


6 

ii 

1 


1 

68 i 

72 


60 

50 i 

50 


50 


Propei^ rates (R16 000 threshold rebate) 
Property rates (olherexemptons, reducfions 
and rebates) 

Water 

Sanitalion 

Eleckicity/other energy 
Re^ise 

Uunlcipal Houslng - rental rebates 
Housing - top structure subsidies 
Other 

Total revenue cost of free services provided 
(total soclai package) 
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Part 2 - Supporting Documentation 

2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general politica! guidance in the budget process and the setting of 
priorities that must guide the preparation of the budget. in addition Chapter 2 of the Muninpal Budget and Reporting Regulations states that 
the Mayor of the municipality must establish a Budget Steering Committee to provide tec^nicat assistance to the Mayor in discharging the 
responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior offidals of the municipality meeting under the 
chairpersonship of the MMC for Finance. 

The primary aims of the Budget Steering Committee are to ensure: 

• that the process followed to compile the budget complies wilh legislation and good budget practices; 

• that there is proper alignment between the policy and service delivery priorities set out in the Municipality's IDP and the budget, 
taking into account the need to protect the financial sustainability of municipality; 

• that the municipaiity's revenue and tariff setting strategies ensure that the cash resources needed to deliver services are available; 
and 

• that the various spending priorities of the different municipal departments are properly evaluated and prioritised in the allocation of 
resources. 


2.1.1 Budget Process Overview 

in terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the start of the new financial year a time 

scheduie that sets out the process to revise the IDP and prepare the budget. 

The Mayor tabied in Council the required the IDP and budget time schedule on 27 August 201 2. Key dates applicabie to the process were; 

• August 2012 - Joint strategic planning session of the Mayoral Committee and Executive Management. Aim: to review past 
performance trends of the capital and operating budgets, the economic realities and to set the prioritisation criteria for the compilation 
ofthe 2013/2014 MTREF; 

• November 2012 - Detail departmental budget proposals (capital and operating) submitted to the Budget and Treasury Office for 
consolidation and assessment against the financial planning guidelines; 
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With the compilation of the 2014/2015 MTREF, each department/function had to review the business planning process, including the settlng 
of prlorities and targets after reviewing the mid-year and third quarter performance against the 2012/13 Departmental Service Delivery and 
Budget Implementation Plan. Business planning links back to priority needs and master planning, and essentially Informed the detail 
operating budget appropriations and three-year capital programme. 

2.1.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2014/15 MTREF, extensive financial modelling was undertaken to ensure affordability and long-term 
financial sustainability. The following key factors and planning strategies have informed the compilation of the 2014/2015 MTREF: 

• Municipaiity grovrth 

• Policy priorities and strategic objectives 

• Asset malntenance 

o Economic climate and trends (i.e. inflation, Eskom increases, household debt, migration patterns) 

• Performance trends 

• The approved 201 3/1 4 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibllities 

o The need for tariff increases versus the ability of the community to pay for services; 

• Improved and sustalnable service delivery 

In addition to the above, the strateglc guidance given in National Treasury's MFMA Circulars 58 and 59 has been taken into consideration in 
the planning and prioritisatlon process. 


2.1.4 Community Consuitation 

The draft 2014/2015 MTREF as tabled before Council on 31 March 2014for community consultation was published on the municipality's 
website, and hard copies were made available at customer care ofRces, municipal notice boards and various libraries. E-mail notifications 
were sent to all organisations on the municipality's dalabase, induding ratepayer associations. community-based organisations and 
organised business. 

All documents in the appropriate format (electronic and printed) were provkJed to National Treasury, and other nationa! and provincial 
departments in accordance with section 23 of the MFMA, to provkfe an opportunity for them to make inputs. 
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• National2014Vision; 

• National Spatia! Development Perspective (NSDP) and 

• The National Phority Outcomes. 

The Constitution requires ioca! government to relate its management, budgeting and pianning functions to its objectives. This gives a clear 
indication of the intended purposes of munictpal integrated development planning. Legislation stipulates cleariy that a municipality must not 
only give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its IDP. The following table highlights the 
IDP's five strategic objectives for the 2014/2015 MTREF and further planning refinements that have directly informed the compilation of the 
budget: 


Tabl6l7 IDP Strategic Objectives 


2012/13 Financial Year 

2013/2014 MTREF 

1. The provision of quality basic services 
and infrastructure 

1. Provision of quality basic services and 
infrastructure 

2. Acceleratlon of hlgher and shared 
economic orovrth and develooment 

2. Economic growth and development thal leads lo 
sustainable iob creation 

3. Fighfing of poverty, building clean, 
healthy, safe and sustainable 

communities 

3.1 Fighl poverty and build clean, healthy, safe and 
sustainable communities 

3.2 Integrated Social Services for empowered and 
sustainable communities 

4. Fostering participatory democracy and 
adherence to Umsobomvu principles 
through a caring, accessible and 
accountable service 

4. Fosler participatory democracy and Umsobomvu 
principles through a caring, accessible and 
accountable service 

5. Good governance, Financial viabiiity and 
rnstitutional governance 

5. 1 Promote sound qovernance 


5.3 Optknal institutional transformation to ensure 
capachv io achieve set objecUves 


In order to ensure integrated and focused service deiivery between all spheres of government it was important for the Municipality to aiign its 
budget priorities with that of national and provincial government. All spheres of government place a high priority on infrastructure 
development, economic development and job creation. efficient service delivery, poverty alieviation and building sound institutional 
arrangements, 

Local priorities were identified as part of the IDP review process which is directly aligned to that of the national and provincial priorities. The 
key performance areas can be summarised as follows against the five strategic objectives; 


May 2014 


65 
















Umsobomvu Munidpality 


2014/15 Annual Budget and MTREF 


5.2 Ensure financial sustainabiiity through: 

o Reviewlng the use of contracted services 

o Continuing to implement the infrastructure renewal strategy and the repairs and maintenance plan 

5.3 Optimal institutional transformation to ensure capacity to achieve set objectives 

o Review of the organizational structure to optimize the use of personnel; 

In line with the MSA, the IDP constitutes a single, indusive strategic plan for the Municipality. The five*year programme responds to the 
development challenges and opportunities faced by the Municipality by identifying the key performance areas to achieve the five the 
strategic objectives mentioned above, 

In addition to the five-year IDP, the Municipality undertakes an extensive planning and developmental strategy which primarily focuses on a 
longer-term horizon; 15 to 20 years. This process is aimed at influencing the development path by proposing a substantial programme of 
public-led investment to restructure current patterns of settlement, activity and access to resources in the Municipality so as to promote 
greater equity and enhanced opportunity. The strategy specifically targets future developmental opportunities in traditional dormitory 
settlements. it provides direction to the Municipality’s iOP, associated sectorial plans and strategies, and the allocation of resources of the 
Municipality and other service delivery partners. 

This development strategy introduces important policy shifls whlch have further been translated into seven strategic focus areas/objectives 
as outlined below: 

• Deveioping dormant areas; 

• Enforcing hard development lines - so as to direct private investment; 

• Maintaining existing urban areas; 

• Strengthening key economic clusters; 

• Building social cohesion; 

• Strong developmental initiatives in relation to the municipal institution as a whole; and 

• Sound financial fundamentais. 

Lessons learned with previous IDP revision and planning cycles as well as changing environments were taken into consideration in the 
compilation of the fourlh revised IDP, inctuding: 

• Strengthening the analysis and strategic planning processes of the Municipality; 

• Initiating zonal planning processes that involve the communities in the analysis and planning processes. More emphasis was placed 
on area based interventions, within the overall holisticframework; 
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Table 18 MBRR Table SA4 - RecQnciliation between the IDP strategic objectives and budgeted revenue 


NC072 Utnsobomvu - Supportlna T«bl« SA4 R«cor>clli«tlon of >DP atrataglc obiactlvam «i\<t bu<lo«t (r<vwm<l 


Strdlegic Objcctivc 

Goal 

Qoal 

Code 

2610711 

2011112 

2012713 

Current Yaar 2013M4 

2014/15 Madium Tarm Ravanue & 

Expanditurc Franicwork 




AudKed 

AudNod 

Audilod 

Origlnal 

Adjuslad 

Full Year 

Budget Year 

Budgot Ycar 

Budgct Ycar 

R thoucand 



Outeeme 

Outcofne 

Outcome 

Budgel 

Budo«t 

Fereeaat 

2014/15 

♦1 2015/16 

♦2 2018/17 

Baaic Scrvlccs 

Frovlsion j> rnalntananoa 

of infrastruetura & baale 

1 

2S.461 

59.067 

103.693 

104,047 

115.756 

116.750 

95,948 

102,037 

92,335 


PUBLIC WCIRK5 

1 

2S 

Sd 

743 

3.560 

0.160 

6.160 

1,060 

SO 

60 


WORKSI-IOP 

s 


- 

- 

- 







HOUSINO 5ERVICES 

5 


1.620 

1 

- 

- 

- 

- 

- 



WATSR TRSATMENT 

6 


14.074 


- 







WATER 

1 

7.344 

19.047 

4S.269 

58.812 

6Z.02Z 

ez.ezz 

51,400 

62,291 

41,3S3 


SEWERAOE 

1 

4.621 

S.062 

15.033 

7.029 

7.166 

7.156 

7,662 

8,122 

8,609 


WASTE WATER 

3 


- 


- 







SOLIO WASTE 

3 

3.OS0 

4.116 

6.173 

S.3S9 

S.662 

6,S62 

5,898 

6,260 

6,626 


EU6CTRIOITY 

4 

0.250 

14.406 

36.776 

29.2eS 

33,340 

33.840 

29,831 

36,315 

36,659 


REFUSE DUPM 

2 


7 

- 

- 






MunJclpal InalKullcnal 
Davelopmont and 

Soolal Sarvleas 


S.SSO 

9.63S 

7.011 

6,119 

11,787 

11.787 

8,896 

10,041 

10,790 


PARKS & RECREATION 

2 


- 

S 

- 







TRAFFIC 5ERVICES 

13 

1.931 

2.077 

1.676 

466 

2.174 

2,174 

2,283 

2,397 

2,617 


MUSEUM 

12 


6 

3 

2 

3 

3 

2 

2 

2 


LIBRARIES 

e 


361 

717 

7tS 

700 

7DS 

991 

1,686 

1,067 


C6M6TERIS8 

» 


26 

21 

21 

3,621 

3,621 

22 

23 

25 


PROPERTY 8ERVIC6S 

is 


2.904 

49S 

300 

376 

376 

399 

423 

448 


ASSESSM6NT RATS8 

s 

3,720 

4.371 

4.703 

4.00S 

4,90S 

4,90S 

6,199 

S.S11 

5,842 

LocaI geonomle 
Dcvelopment 

Tburlam 


- 

- 

<«) 

1 

- 

- 

’J 

1 

1 


LEOANOOP 

3 


- 

(0) 


- 

“ 

1 

1 

1 

Munlcipal Finanelal 

To effaetivaly manage the 


10,549 

6.061 

s.ees 

6.662 

7.152 

7,152 

7,146 

7,320 

7,928 

Viablllty and Managcment 

revanua anit oipendlture 












FINANCE 

17 

19.540 

6.0S1 

S.66S 

6.662 

7.1S2 

7.152 

7,146 

7,320 

7,928 

Good Govarnancs and 
Public Partlcipation 

Councll 


22.675 

23.655 

29.341 

30.702 

30.702 

30,702 

32,401 

34,928 

35,730 

MAYOR 



- 

- 

- 







COUNCILEXPEN&E8 

17 

16.948 

23.637 

20.319 

30.684 

30.684 

30.684 

32,382 

34,908 

35,718 


MUNICIPAL MANAGER 

17 


- 

- 

- 







CORPORATE SERVICE 

17 

16 

3.720 

18 

22 

18 

18 

18 

10 

20 

21 

Alloc»tion$ to other pHoritios 

- 

- 


- 






Tolal Rcvcnuc (cxc)udina caDltal Iranafcrs and contrlbutiona) 

7^.299 

99.439 


1 47.530 

165.391* 

1 65.301 

144.391 

154,337 

146,794 
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Table 20 MBRR Table SA6 - Reconciliation between the fDP strategic objectives and budgeted capital expenditure 


NC072 Umsobomvu - Si 


porting Tsfale SA6 Roc^^lliation of I DP stfart»9$c obje^ivss fautfpot expendUure) 


Strateglc ObJecUve 

Goel 

Goal 

Co<fe 

201 W11 

aoiim 

2012f18 

Curront Year 2013f14 

2014/18 Medlum Term Revenue & 

EKpendlture Freme^vork 




Audlteol 

AutHted 

Audlted 

OrlgiAel 

Adjusled 

Full Year 

BudgMY.ar 

BudgeC Y«ar 

Budget Y.ar 

R thouond 



Outeome 

Outeome 

Outeocne 

eodoel 

SMdoet 

Foreeaet 

2014/18 

*1 3019(1» 

«2 2019/17 

Sasle S«rvi<3e« 

Provlalon & malntenenee 

o 1 Infreetrueture ^ beele 

1 

37.498 

44.003 

42.830 

•9.447 

88.839 


39.000 

45.000 

32,000 


PUBLIC WORK8 

1 

• 

13.580 

393 

4.800 

i.ya 


8.000 

8,000 

- 


WORK8MOP 

9 

- 

- 


- 







HOUSINO SERVtCES 

9 

- 

- 


- 







WATBR TREATMENT 

9 

. 

- 


- 







WATER 

1 


30.0S0 

28.870 

sr.ssT 

43.098 


31.800 

36,000 

20,000 


8EVi«RAQE 

1 

- 

- 

tO.242 

- 







WASTE WATER 

S 

- 

- 


- 

1.800 






80LID WA8TE 

$ 

- 

- 


- 







SLECTRICrTY 

4 

27,432 

103 

3.128 

7.100 

3.363 


1.600 

6,000 

3,000 


RGruSG DUPM 

3 

- 

219 


- 






Murtlclpal lctatltutlonal 
Dovalopmont and 

Soolal Servleee 


23 

888 


- 

1S3 

- 

- 

- 

- 


PARKS a RECREATION 

2 

- 

- 


- 







TRAFFIC 8ERVICES 

18 

28 

- 


- 

153 






UUSEUM 

12 

- 

- 


- 







LISRARIEe 

8 

- 

- 


- 







CEMFTERIES 

9 

- 

- 


- 







PROPGRTr SERVICE8 

19 

- 



- 







ASSGSSMENT RATES 

8 

- 

- 


- 








17 










Loeal Beonomle 

Oeveiopmont 

Tourlim 


■ 

■ 

" 

“ 

• 

• 



" 


LEO ANO lOP 

3 

- 

- 


- 






Munlelpal Plnenelef 

To effeotJvely menage the 


_ 

117 

_ 

1.8S0 

_ 

_ 

1.S60 

_ 

_ 

Vlabllity and Manegement 

revenue and expendlture 












FINANCE 

17 

- 

117 


1.SS0 

- 


1.6S0 



6ood Governance and 

Gouncll 


_ 

478 

_ 

_ 




_ 

_ 

Publlc Partlclpatlon 













MAYOR 


- 

478 


- 







COUNCIL EXPEN8ES 

17 

- 

- 


- 







MUNICIPAL MANAQER 

17 

- 

- 


- 







CORPORATE SERVICe 

17 

- 

- 


- 








18 










Allocatlone to other DrlorlUcs 

- 


. 







Total Capltal Expendlture 

27.B18 

44.980 

42.830 

71.017 

58.793 


40.550 

45.000 

32.000 
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tdentify desired impacts 


StrAteslc 

ptanning 


Specify performance 
indicalors 


End-year rsporting 


Set targets and 
allocate resources 


Monitorand take 
correctlve ection 


Figure 4 Planning, budgeting and reporting cycle 


The performance of the Municipality relates directty to the extent to which it has achieved success in realising its goals and objectives, 
complied with legislative requirements and meeting stakeholder expectations. The Munidpality therefore has adopted one integrated 
performance management system which encompasses: 


Planning (setting goals, objectives, targets and benchmarks); 

Monitoring (reguiar monitoring and checking on the progress against pian); 
Measurement (indicators of success); 

Review (identifying areas requiring change and improvement); 
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The following table provides the main measurable performance objedives the municipality undertakes to achieve this financial year. 
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Tsrg^i^d iMlHt ^v9lopm€ni 


E’ffacfTvft fabour r^i/OM 


CffacfVc 0h^ Opd9t0 HP poHc!^ 




RtvtvM9d lOP 


Bnlt9nc vn9nl 9! •eoffomfe d9V9lopm9nt 
^mpkiymml Ihnugn lob cnallon <n«f«(vw~ 


Terget reeched as oer 
The % ot Ouclget apent on 
No of LLF meeliriga 
Revlalon of ell HR 


lOP revlewed snrHiaHy 
Velue d oorMreets eigned 
No o( tBmporary jobe 


% of malntenence budgel 




Ineerf mee«um/« deeortplion 


90 , 0 % 

90 . 0 % 


100.0% 

100 . 0 % 


100 . 0 % 

1000 . 0 % 


100,0% 

100 . 0 % 


100 . 0 % 

1000 . 0 % 


100 . 0 % 

100 . 0 % 


100 . 0 % 

1000.0% 


100 . 0 % 

100 . 0 % 


100 . 0 % 

1000 . 0 % 


100 . 0 % 

100 . 0 % 


100,0% 

1000 . 0 % 


100.0% 

100.0% 


100 . 0 % 

1000 . 0 % 


MaHtlenanee of rnunicloaf mads 

Malnlansnee a( munletpal roeaa rKaseaU 

Malntanenca of raftiee remoiref sorvfcee 

Malnfenace of eenHaUan servi'cas 

Malnlensnce of walaf assets 

Ntw watec connBcihnB 

t^noiaccment of axliiino watar moien 

MAintenoce ai eioctriciiv nciwork 

Nw cloctflcitv eonneciions 

Rsolseemsnl ol es/srfno slectrfcllv melers 

Mainienanec of atormwater aervhes 


Insart meesurers descnplion 

Pnfitv S - <nam« of •ntltv> 

effecriva funclioninq ol MPAC 


Ancl «o on for th« r«st of the Entittes 


% ef condlQonal cmtai 
% ofmelnlenence budget 
Kllomebel of roada 
% of mainlensnce budget 
on rofuae removal apenl 

% ol malntenence buOget 
% of malntenance budgel 
alar eervices epenl 

No of new w ater 
conneclons 
No of metara replacod 
% of mairrtenance budget 
No of naw elactnclty 
No ofelecbjcity meleis 
% of malnlenance budget 


too.0% 

100 . 0 % 


100.0% 

too.0% 


100.0% 

100 


100 . 0 % 

100 . 0 % 


100 . 0 % 

100 . 0 % 


100 . 0 % 

100 


100 . 0 % 

100 . 0 % 

2 

100.0% 


100 . 0 % 

100.0% 


100 . 0 % 

100 


100 . 0 % 

100 . 0 % 

2 

100.0% 


100 . 0 % 

100 . 0 % 


100 . 0 % 

100 


100.0% 

100 . 0 % 

2 

100 . 0 % 


100 . 0 % 

100 , 0 % 


100 . 0 % 

100 


100 . 0 % 

100 . 0 % 


100 . 0 % 

100 . 0 % 


100 . 0 % 

100 
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2.3.1 Performance indicators and benchmarks 


2.3. 1. 1 Borrowing Management 

Capital expenditure in local government can be funded by capilal grants, own-source revenue and iong term borrowing. The ability of a 
municipality to raise long term borrowing is largely dependent on its aeditworthiness and financial position. As with a!l other municipalities, 
Umsobomvu Municipaiity's borrowing strategy is primarily informed by the affordability of debt repayments. The structure of the 
Municipality’s debt portfolio is dominated by annuity loans. The following financial performance indicators have formed part of the 
compilation of the 2014/15 MTREF: 

• Capital charges to operating expenditure are a measure of the cost of borrowing in relation to the operating expenditure. It can be 
seen that the municipality has no borrowing cosl in 2014/2015 and in 2015/16. While borrowing is considered a prudent financial 
Instrument in financing capital infrastructure development, this indicator will have to be carefuliy monitored going fonward as the 
Municlpaiity has reached Its prudential borrowing limits. 

• Borrowing funding of own capital expenditure measures the degree lo which own capital expenditure (excluding grants and 
contributions) has been funded by way of borrowing. The average over MTREF is zero per cent which substantiates the above 
mentloned statement that the Municipality has reached its prudential borrowing limits. 

The Municipality’s debt profile provides some interesting insights on the Municipality’s future borrowing capacity. Firstly, the use of 
amortislng loans leads to high debt service costs at the beginning of the loan, which declines steadily towards the end of the loan's term. 

The Munlclpallty has raised mainly amortising loans over the past five years, hence effectively 'front-loading’ its debt service costs. This Is 
reflected in the Municipality’s debt service profile, which predicts large debl service costs between 2012 and 2017. Debt service costs are 
expected to peak in 2017 due to the redemption of the last few term loans hekJ by the Municipality. 

In summary, various financia! risks could have a negalive impact on the future borrowing capacity of the municipality. In particular, the 
continued ability of the Municipaiity to meet its revenue targels and ensure its forecasted cash flow targets are achieved wil! be critical in 
meeting the repayments of the debt service costs. As part of the compilation of the 2014/201 5 MTREF the potential of smoothing out the 
debt profile over the longer term will be investigated. 


2.3.12 Safety of Capitai 

• The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and debt used in financing the municipality's 
assets. The indicator is based on the total of loans, creditors, overdraft and tax provisions as a percentage of funds and reserves. 

• The gearing ratio is a measure of the total iong term borrowings over funds and reserves. 
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2.3.2 Pree Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for servtces and are registered as indigent households in terms of the 
Indigent Policy of the Municipality, With the exception of water, only registered indigents qualify for the free basic services. 

For the 2014/2015 financial year 3532 registered indigents have been provided for in the budget with this figured increasing to 4032 by 
2015/16. In terms of the Municipality’s indigent policy regislered households are entitled to 6k{ fee water, 50 kwh of electricity, sanitation 
and free waste removai equivalent to removal once a week, as w/ell as a discount on their property rates, 

Further detail relating to the number of households receiving free basic services, the cost of free basic services, highest level of free basic 
services as well as the revenue cost associated with the free basic services is contained in Table 16 MBRR A10 (Basic Service Delivery 
Measurement) on page 54. 

Note that the number of househoids in informal areas that receive free services and the cost of these services (e.g. the provision of water 
through stand pipes, water tankers, etc) are not taken into account in the table noted above. 


2.3.3 Providing clean water and managtng waste water 

The Municipality is the Water Services Authority for the entire municipality in terms of Ihe Water Services Act, 1997 and acts as water 
servlces provider. The totai water suppiy of is extracted and treated by the municipality, from rivers and boreholes. 

The Department of Water Affairs conducts an annual performance rating of water treatment works, presenting a Blue Drop or Green Drop 
award respectively to potable water treatment works and waste water trealment works that meet certain criteria of excellence, 

• The infrastructure at most of the waste water treatment works is old and insufficient to treat the increased volumes of waste water to 
the necessary compiiance standard; 

• Shortage of skilled personnel makes proper operalions and maintenance difficult; 

• Electrical power supply to some of the plants is often interrupled which hampers the purification processes; and 

• There is a lack of proper regional catchment management, resulting in storm water entering the sewerage system. 

The foilowing are some of the steps that have been taken to address these chaltenges: 

• Infrastructure shortcomings are being addressed through the capital budget in terms of a 5-year upgrade plan; 

• The filling of vacancies has commenced and the Waste Water Divislon will embark on an in-house training programme, especially for 
operational personnel; 
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2.4.3 Budget Adjustment Policy 

The adjustments budget process ts governed by various provisions in the MFMA and is aimed at instilling and establishing an increased 
ievel of discipline, responsibiiity and accountability in the financial management practices of municipalities. To ensure that the Municipality 
continues to deliver on its core mandate and achieves its developmental goals, the mid-year review and adjustment budget process wili be 
utiiised to ensure that underperforming functions are identified and funds redirected to performing functions. 


2.4.4 Supply Chain Management Policy 

The Supply Chain Management Policy was adopted by Council in May 2013. An amended policy will be considered by Council in due 
course of which the amendments will be extensively consulted on. 


2.4.5 Budget Poiicy 

The Budget Policy alms to empower senior managers with an efficient financial and budgetary amendment and control system to ensure 
optimum service delivery within the legislative framework of the MFMA and the Municipality's system of delegations. The Budget Policy was 
approved by Councii in JULY 2012 and was amended on 16 February 2014 in respect of both Operating and Capita! Budget Fund Transfers, 


2.4.6 Cash Management and investment Pollcy 

The Municipality’s Cash Management and Investment Policy was amended by Council in May 2014. The aim of the poiicy is to ensure that 
the Municipaiity's surpius cash and investments are adequatefy managed, especially the funds set aside for the cash backing of certain 
reserves. The policy detaiis the minimum cash and cash equivalents required at any point in time and introduce time frames to achieve 
certain benchmarks. 


2.4.7 Tariff Policies 

The Municipality's tariff policies provide a broad framework within which the Council can determlne fair, transparent and affordable charges 
that also promote sustainable service delivery. The policies have been approved on various dates and a consoiidated tariff policy is 
envisaged to be compiied for ease of administration and implementalion of the next two years. 
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Domestically, after five years of strong growth, during which aboul 400 jobs were created, our economy shrank by an estimated 1 .8 per cent 
last. It is expected that recovery from this deterioration will be slow and uneven, and that growth for 2014 will be .7 per cent rising to .8 per 
cent by 2016. 

Owing to the economic slowdown, financial resources are limited due lo reduced payment levels by consumers. This has resulted in 
declining cash inflows, which has necessitated restrained expendilure to ensure that cash outflows remain within the affordability parameters 
ofthe Municipaiity's finances. 


2.5.2 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken inlo consideration in the compilation of the 2014/2015 MTREF: 

• Nationai Government macro-economic targets; 

• The generai inflationary outlook and the impact on Municipality's residents and businesses; 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

• The increase in the cost of remuneration. Employee related costs comprise 38 per cent of totai operating expenditure in the 
2013/2014 MTREF and therefore this increase above inflation places a di^roportionate upward pressure on the expenditure budget. 

2.5.3 Credlt rating outlook 

No credit rating have been done by the Municipality 

2.5.4 interest rates for borrowing and investment of funds 

The MFMA specifies that borrowing can oniy be utilised to fund capital or refinancing of borrowing in certain conditions. The Municipality 
engages in a number of financing arrangements to minimise its interest rate costs and ri^. However, for Umsobomvu Municipality in the 
2014/2015 MTREF is based on the assumption that all borrowings are undertaken using fixed interest rates for amortisation-styie ioans 
requiring both regular principal and interest paymenls. As part of the compilation of the 2014/2015 MTREF the potentiai of smoothing out the 
debt profile over the long term will be investigated. 


2.5.5 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher that CPI over the long term. It is also assumed 
that current economic conditions, and relatively controlled inflationary conditions, will continue for the forecasted term. 
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To achieve these priorities integration mechanisms are in place to ensure integrated pianning and execution of various development 
programs. The focus wili be to strengthen the iink between policy priorities and e^qaenditure thereby ensuring the achievement of the 
national, provinciai and iocai objectives. 


2.5.9 Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at ieast 97 per cenl is achieved on operating expenditure and 98 per cent on the capital programme for 
the 201 4/201 5 MTREF of which performance has been faclored into the cash flow budget. 


2.6 Overvlew of budget funding 


2.6.1 Medium-term outiook; operating revenue 

The following table is a breakdown of the operating revenue over Ihe medium-term: 



Table 32 Breakdown of the Operating R 

Oescriptlon 

RThousand 

evenue overthe Medium-term 

2013/14 Medium Term Revenue & Expenditure Framework 

Budget Year 
2013/14 

% 

Budget Year + 1 
2014/15 

% 

Budget Year+2 
2015/16 

% 

Budget Year+2 
2015/16 

Propertv Rates 

c4/746;08d 

ma 

vsss>o3d;845:doE 

6.0 


6,0 

MfiSiBBaifesfcddi! 

Servke Charees 



iffi5d,8i^.68ixicg' 

6.5 

BSimwmm 

7.0 


Investment Revenue 

«^^:sl2,000 

lESfi 

?#ii«;?3i2,ooox)d^ 

- 

/gvfigsiaioooiodii 

- 

312,000 00 

Transfers Recognised - Operational 

39:929^300 


SseiBsi^Add-dd^ 

mma 


2.6 

:|g40:i:2K^dS3Q?i 

Other Own Revenue 

; 4,288,850 

■BSl 


0.1 

4vl93.869;51r: 

(45.2) 


Total Operating Revenue 
(Excluding Capital Transfers And 
Contributions) 

100,806,445 

0.2 

}^di;di7:87o!6d; 

6.5 

i:€07;6Q4;468r51- 

3.3 


Total operating Expenditure 

« ;i23,254.214 

(2.7) 

"125,745.783:63 

5.1 

132:220.212 56 


M36.372;089:39: 

Surplus / Deficit 

(28,447,769.30) 

CSfi 

(24,727,913.34) 

(0.5) 

{24,615.745.14) 

mm 

(25,169,737.10) 
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• Revenue management and enhancement; 

• Achievement of a 95 per cent annual collection rate for consumer revenue; 

• Nationa! Treasury guidelines; 

• Eiectricity tariff increases \within the National Electricily Regulator of South Africa (NERSA) approval; 

• Achievement of ful! cost recovery of specific user c^arges; 

• Determining tariff escalation rate by establishing/calculating revenue requtrements; 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of 2004) (MPRA), and 

• And the ability to extend new services and obtain cost recovery tevels. 

The above principles guide the annual increase in the tariffs charged to the consumers and the ratepayers aligned to the economic 
forecasts. 

The proposed tariff increases for the 2014/15 MTREF on the differenl revenue categortes are: 


Table 33 Proposed Tariff Increase Over The Medium-term 


Revenue 

Category 

2014/15 

Proposed 

Tariff 

Increase 

2015/16 

Proposed 

Tariff 

Increase 

2016/17 

Proposed 

Tarlff 

Increase 

2014/15 

Additiohal 
Revenue for 
Each l%Tariff 

Increase 

2015/16 
Additional : 
Rweriue 
OwihgTo 1%' 
Tariff 
Increase 

2014/15 
. Tptal 
Budgeted 
: Revenue 


1 






Property 

Rates 


6% 

6% 

R 47.50 

R 50.33 

R 53,33 

Sanitation 

9 %' 

6 % 


R 53.67 

R 74.17 

R 78.67 

Solid Waste 


6 % 

'6,% ' 

R 14.67 



Water 

'6.5% ‘S 

6 % 

6% 

R 125.17 

R9933 


Electricity 

■:7 % , 

7 % 

■ 7 %' ' ■ . 

R285 

R 277.57 
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Table 23 MBRR SA1 S - Detail Investment Information 


NC072 Umsobomvu - Supporting Table SAISInvestment particulars bytype 


Investment type 

R thousand 

2010/11 

2011/12 

2012/13 

Audlted 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Parent munlciDaiitv 

Securiiies - NaHonal Govemment 

Llsted Corporate Bonds 

Deposlts - Bank 

Deposlts ■ Public investment Commissioners 
Deposlls • Corporafion fbr Publlc Deposlls 
Gankers Acceplance Certlficates 

Negoliable Certificales of Deposll • Banks 
Guaranteed EndowmentPollcies (sinking) 
Repurchase Agreemenls - Banks 

Munlclpal Bonds 




MunldpBfity sub*tota! 

Entltles 

Securitles - Nalional Govemment 

Llsted Corporale Bonds 

Deposils - Bank 

Deposits • Public Inveslment Commissionefs 
Deposils - Corporalion for Public Deposlls 
Bankers Acceptance CertHicates 

Negoliabte CertHicates ofDeposlt- Banks 
Guaranteed Endowment Policies (sinking) 
Repurchase Agreements - Banks 





Entities sub-total 


CurrentYear 2013/14 


2014/15 Medlum Term Revenue & 
Expenditure Framework 
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Capital funding by source-ChartA13 





10/11 AUD 

11/12 i«UO 
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CV 13/14 
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eudgot 

Y«a(+2 
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44,0112 

37J58 

58473 

47.725 

47,725 

- 

39000 

45504 

32.000 

almemaRy generaled (unds 

2G 

958 

118 

12.544 

3339 

3339 


1550 

. 

- 

oBoirowhg 



3,847 


£29 

£29 





bPuUic contnbulions S donabons 



3.125 


5.100 

5.100 






Figure 7 Sources of capital revenue for the 2013/14 financiat year 

Capital grants and receipts equates to 96.18 per cent of the total funding source which represents R40.550 million for the 2014/15 financial 
year and steadily increases to R45,000 million or 100 per cenl by 2014/15. Capilal grants are decreasing 28.89 per cent over the medium- 
term. 

Borrowing still remains an insignificant funding source for the capital programme over the medium-term. As explained earlier, the borrowing 
capacity of the Municipality has essentially reached its limits and going forward borrowing limits will remaln constant. 

The following table is a detailed analysis of the Municipality’s borrowing liability. 


May 2014 


93 



Umsobomvu Municipalitv 2014/15 Annual Biidget and MTREF 

Table 27 MBRR Table SA 18 - Capital transfers and grant receipts 


Nr:n7? Umnn bnmvu • SuDDortina Table SA18 Transfer& and ciranl recelpta I 

Descrlptlon 

R thouscnd 

2010/11 

2011/12 

2012/13 

Currant Year 2013/14 

2014/15 M 
Expa 

adlum Tarm Revanua & 

^dltura Framework 

Avdltad 

Outeom a 

Audltad 

Oulctoma 

Audllad 

Ouieama 

Orf0lnal 

Budgat 

Adjiiated 

Budoat 

Full Yaar 

Faraasct 

Budget Yaar 
2014/16 

Budget Yeer 
•tl 2015/16 

Budgat Year 

*Z 2010/17 

RgCElPTS: 





















2S.7D7 

28.335 

31.619 

34,402 

34.162 

34.162 

35,673 

38.388 

38.417 



20.006 


30.664 

30.664 


ii.iii 

34.906 


PINANCE MANASEMSNT 

1,216 

1.450 

1.SO0 

1,690 

1.650 

1.650 

1,800 




760 

790 

800 

800 

690 

600 




Mie AOMIN - PMU 

- 

- 


678 

676 

678 

667 

666 

681 

Snergy EfReianoy and Damand Managamani 

106 

— 


soo 

2S0 





SUBSIDV 8TATS 

- 

- 


" 

















3S» 

522 

71S 

715 

706 

706 

881 

1,886 

1.957 

DEPT ART & CULTURE (LI8RARY) 

360 

522 

716 

715 

706 

708 


i.Asil 

1,957 

YOUTH PROSRAMS 

- 

— 


- 






IMMUNI8ATION ORANT 

- 

- 


- 






Other tranelere and granta [Ineart descrlptlon] 















• 




- 

DISTRICT MUNICIPAUTy 






















_ 

_ 

_ 

3.600 

3,600 

- 

_ 

_ 

lEC INFRASTRUCTURB 















3.600 

3.600 





2«, 06« 

28.867 

32.334 

35,117 

38,460 

36.460 

38,664 

40.074 

41,374 

eapltal Tranafere and Qrenta 











1,«20 

45.492 

61.821 

SS.97d 

47.473 

47.473 

43.081 

45,763 

32,043 

RBie - DWAF 


27.669 

28.350 

35.000 

31,000 

31.000 

30,000 

30,000 


HOUSINO PROJECTS 

1.620 

1.664 

— 

— 

— 

— 





• 

5» 

s.ooo 

4.500 

— 

— 

— 



MIS • CAPITAL 


3.684 

14.271 

12.873 

12.873 

12.873 

10,691 

10.763 

11,043 



2.316 

3.300 

2.600 

2.600 

2.800 

1,500 






1.000 

1,000 

1.000 

1.000 

1.000 

- 



2.604 

298 


2.608 


_ 

_ 

- 

- 



... 


_ 






OEPRT OF SAFSTY 

2,804 

296 


- 
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2.600 

- 








.. 

- 


- 

- 

- 

- 
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_ 




2.6D0 

- 

« 

_ 

Kooiao Puia Nala 
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4.424 

45.790 

51 .921 

50.473 

47.473 

50.073 

43.091 

45,753 

32,043 

TOTAU RECEIPTS OF TRANSFER5 & ORANTS 

30,490 

74,647 

84.255 

93.569 

85.932 

88.632 

79,755 

85,827 

73,417 
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Table 28 MBRR Table A7 - Budget cash flow statement 


NC072 Umsobomvu - Tabie A7 Budqeted 

Cash Flows 



Description 

2010/11 

2011/12 

2012/13 


Audited 

Audiled 

Audited 

R thousand 

Outcome 

Outcome 

Outcome 

CASH FLOW FROM OPERATING ACnvmES 




Receipts 




Rabpayers and olher 


80.641 

43,972 

Govemment - operating 

26.450 

28,857 

45,863 

Goveminent-capltal 

30.985 

46,378 

34,315 

Interest 

1.873 

2,13$ 

914 

Div Idends 

- 

- 

- 

Payments 




Suppllers and employees 

(64,957) 

(81.111) 

(82,092) 

Finance charges 

(203) 

(127) 

(127) 

Transfers and Grants 

- 

- 

- 

NET CASH FROM/tUSED) OPERATING ACTfVIT 

27,193 

76,774 

42,846 

CASH FLOWS FROM INVES71NG ACTIVIT1E8 




Reeelpts 




Proceeds on dlsposal of PPE 


3 



6 

4 









Payments 




Capital assels 

(27,339) 

(44.960) 

(44.448) 

NET CASH FROM/(USED) INVESTING ACTIVITIE 

(27,333) 

(44.954) 

(44.448) 

CASH FLOWS FROM FINANCING ACHVmES 




Recelpts 




Shorttemi loans 

- 



Borrowlng long term/reflnanclng 



4.385 

Increase (decrease) In consumer deposlts 

- 

- 


Payments 




Repay ment of borrow ing 

(291) 

(1.331) 

(367) 

NET CASH FROM/(USED) FINANCING ACTtVITl 

(291) 

(1.331) 

4.018 

NET INCREASE/ (DECREASE) IN CASH HELD 

(431) 

30,499 

2,415 

Cash/cash equivalents at Sie year begin: 

1,937 

1,506 

31,995 

Cash/cash eaulvalents at vear end: 

1,506 

31,995 

34.410 
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Table 29 MBRR Table A8 - Cash backed reserves/accumulated surplus reconciliation 


NC072 UmsQbomvu • Table A8 Cash backed reserves/accumulated sutplus reconciltation 


Descrlption 

R thousand 

2010/11 


2012(13 

CurrentYear 2013(14 

2014/15 Medium Term Revenue & 
Expenditure Framework 

Audited 

Outcome 

Audlted 

Outcome 

Audited 

Outcome 

Origlnal 

Budget 

Adjusled 

Budget 

Full Yeiff 

Forecast 

Budget Year 
2014/15 

Budget Year 
♦1 2015/16 

BudgetYear 

♦2 2016/17 











Casti/cash equlvalsnb atlhe yearend 

1.506 

31,995 

34,410 

16.550 

39,308 

39,308 

19,168 

32,648 

8,707 

Olhs-currenllnveslments >90days 

0 

0 

0 

(4.550) 

(27,308) 

(27.308) 

20,358 

(6,608) 

7,592 

Non current assels - Inveslmenls 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Cash and Investments avallable: 

1,606 

31.995 

34,410 

12,000 

12,000 

12,000 

39,524 

26,040 

16,300 

iiiiniifiniffn 










Unspent condltlonal transfsrs 

8,481 

29,359 

24.002 

- 

- 

- 

- 

- 

- 

Unspent borrowlng 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Statutory requirements 










Olher worklng capltal requlrements 

{9,143) 

(23.375) 

(6.853) 

(23,685) 

(20,890) 

(20.890) 

(28,793) 

(27,962) 

(27,304) 

O^er provlslons 










Long tsrm inveslments commltted 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Reserves to be baeked by cash/invesfnenis 










Total Applleetlon of cash and Invastmants; 

(«11 

5,984 

17,149 

(2S,M5l 

(20,090] 

(20,090) 

(26,793) 

(27,9621 

(27,304) 

Surpluatshortfall) 

2.1« 

26,011 

17,261 

3$.«$ 

32.090 

32,090 

68.317 

54,002 

43,604 


The cash backed reserves/accumuiated surplus reconciliation is aligned lo the requirements of MFMA Circular 42 - Funding a Municipal 
Budget, In essence the table evaluates the funding levels of the budget by firstly forecasting the cash and investments at year end and 
secondly reconciling the available funding to the liabilities/commitments that exist. The outcome of this exercise would either be a surplus or 
deficit. A deficit would indicate that the applications exceed Ihe cash and investments avaitable and would be indicative of non-compliance 
with the MFMA requirements that the municipatity’s budget must be "funded’’. Non-compliance with section 18 of the MFMA is assumed 
because a shortfall would indirectly indicate that the annual budget is not appropriately funded. 
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32.352 

1.8DO 

034 

567 

705 

34.00« 

i.050 

©07 

5«« 

70« 

35.715 

2.100 

1.016 

651 

705 

PtNANCB MANAGBMCNT 

MStG 

AOMtN • PMCf 

DafiTAf^r^, ouLTUftB 


- -- 






35.351 

30. 057 

4D.i7« 

RBtO . OWAf' 
tNBP 

BPWP 

MtO^ OAPtTAL 




1.500 

1,000 

10.501 

30,000 
5. 000 

10.753 

1«, 000 

3. 000 

11,043 

40.009 

Afl 7ff3 

eL0«5 











Ch«n4« kn aenvun^vr tf«bi 0 n» (eurre/Uund nerxuTenij 




<».7«4) 

4.8«3 

larei 


" 

" 



«8.447 

S9.9«» 

10«, 100 

00, 300 

100.005 

100 50« 

100, 002 

109.510 

110. 379 



00.50« 

104.042 

120.450 

11«.«0O 

120.264 

120.254 

125.740 

132,220 

139.372 

PaFf^rmafifla au ralti >/IP«fleli» 


( 2 «.o«n 

<21.024) 

<22.270) 

<20,310) 

(25.445) 

(23.445) 

<24. 944) 

(25.410) 










82. 080 



B *«**n M* 














21.794 

27.094 

<1«.09*) 

14.194 

0.094 

<0. 094) 



^ lncr*M« In PrepcrV Retoc Rovertue 



«. 794 

14.294 

<0.1»4) 

«.«94 

0.094 

0.D94 

5,094 

6.094 

H Inereeao In BlecCielV Revenue 



«».•94 

21-194 

4.294 

22.394 

0.094 

7.794 

7.094 

7.794 

Innreeee In Pmnerlv Retee A Aervlnee CKemee 



14.594 

15.294 

2.194 

11 «94 

0.094 

5.094 

5.594 

A.R94 

Inereeee iri TeUil 0(>er«bri9 &Apendiiure 



«.794 

22.494 

i».294) 

10.514 

a094 

t2.7W 

5.194 

3.194 

^ IneroAee In Rmpieyee Ceebi 



5. 714 

10.094 

14.014 

<0.094) 

0.094 

12.894 

9, «94 


% Iriereeee lr\ BleeHelty 8u1k Pureheeee 



7«. «94 

12.294 

7.594 

3.514 

5.094 

6.194 

6.094 

5.094 

Averege Coei Per 9vdoeted Smployee PooWen (Ramur>Bfwflerv) 




142101. 0M7 

I53d««,0«»3 



972055.1534 



Avereoe Ceel Per CBUnelller <Remunerelren) 




240«2S.« 

200430.4 



204451.5 



RAM % ef PP6 


0,59V 

0. 594 

0.494 

0.494 

0.494 

0.494 

0.494 

0.494 

0.494 

Aeeel Renewel end RAM ee e eb ef PPB 



2.094 

15.094 

2.094 

0.094 

0.094 

0.094 

0.094 

0, 094 

Oelvt Imnelrnveni db nfTnrel PlHehle Revenne 


«7.294 

5.194 

14.094 

0 >94 

R 794 

9 294 

0. 394 

4 394 

4 994 

Irvterrvelly Purided & Odter (R^OOO) 



05« 

3.243 

12.544 

0.430 

e.439 

1.550 



Sorrewino (R*0Q0> 


• 

• 

3.047 


820 

«20 


e 

— 

Orenl Pwndlrto end Other (R*a00> 


«7.01» 

44,002 

37. 350 

50.473 

47. 725 

47.725 

30.000 

40.000 

32. 000 

Intemojly Oenereted funde H efNon Orent Pundlna 


100.0T4 

100.094 

45, 794 

100.094 

03.194 

03. 194 

100.094 

0.094 

0.094 



0.094 

0-094 

54,394 

0.094 

0.094 

5.094 

0.094 

0.094 

0.094 

Arnnr Pirndlnn ^ nfTntel pMnHrvn 


•0.094 

•7,094 

04,094 

02 394 

«4 094 

»4 094 

55.294 

iOO 094 

1O0 094 

Tetel Oebknl Prooremrrte (R*000) 


27.99» 

44.000 

44,440 

71.017 

50.752 

58. 702 

40.550 

45.000 

32. 000 

Aeeet Renewel 


• 

— 

5.000 

0.000 

•> 

• 

• 

.. 

• 

AaeetRenewy H ef Tetel Ceeltel exeendkwr* 


0.094 

0.094 

11.794 

11 994 

0.094 

0 094 

0. 094 

0. 094 

0.094 

Ceer« 











Ceeh Reeelpl* ^ ef Rele Peyer 4 Olher 


70, 094 

140.294 

73.394 

07.594 

00.094 

«8.094 

84.494 





o 

o 

o 



n 

0 

0 

(1 

Credlt Retnfl <2009/10} 








0 



Cepllel Cherflee te Opereltnfl 


0.594 

1.494 

0.494 

0.794 

0.094 

O.C94 

0. 894 

0. 594 


rin'mwinn Reneknte nf Cenkief P« eeMniUi'e 


0.094 

O 094 

«1.094 

0 094 

0 094 

0 094 

0 094 

0.094 

0.094 

Oeee^e* 











AMMitM«rrnerknin 


7 IM 

25 01« 

17 7«1 

2S.005 

32.500 

32 «00 




Pree deele 8*/vleee m» m •A efeeulteWe 8hare 


2,794 

2.794 

26.594 

27.194 

27.194 

27.194 

27.794 

27.394 

25.394 

Pree Rervloee a 9« of Ope/ACnfl Revenue 











(eHel Offerelrsnel Vangfere) 


9.794 

2.094 

1.394 

1.094 

1.494 

1.494 

1.494 


1.494 












Totol Operafrno R«venu* 


68,447 

83.318 

108.189 

86.380 

lOO.80(> 

100.806 

100.802 

106.810 

110.379 

ToMl Opeiaftna Sa pen<li^(C 


90,506 

104,942 

128.498 

116.898 

129.284 

120. 2M 

125.748 

132,220 

135.372 

Surpju»/<C>erolO Qudgetod OpercCng Slatoment 


(29.061) 

(21.624) 

<22.27(9 

<28.319) 

<28.448} 

(28.448) 

(24.844) 

(2S.410J 

(2S.993) 

S ijrplue/(Defkoit) Considering Reserves endCASh Becking 


(25.893) 

4.388 

(S.009> 

7.386 

4.442 

4.442 

3B,B16 

24.348 

21.000 

MTREF Fundcfd <1) / Untundcfd fP) 

o 

1 

o 


1 

\ 

1 

1 

'J 

WITREF F^.nd«l ■' < Unlundcd - 

1 





'y 


•* 
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the community is making a sufficient contribution toward the economic benefits they are consuming over the medium term. For the 
2014/2015 MTREF the indicative outcome is a surplus of R42.197 million, R44.983 million and R33.022 million. 

It needs to be noted that a surplus does not necessarily mean that the budget is funded from a cash flow perspective and the first two 
measures in the table are therefore aitical. 


2. 6 . 4. 5 Property Rates/service charge revenue as a percentage increase less macro inflation target 

The purpose of this measure is to understand whether the municipality is contribuling appropriately to the achievement of national inflation 
targets, This measure is based on the increase in 'revenue', which will include both the change in the tariff as wel! as any assumption about 
real grovrth such as new property development. services consumption growth etc. 

The factor is calculated by deducting the maximum macro-economic inflation target inaease {which is currently 3 - 6 per cent), The result is 
intended to be an approximation of the real increase in revenue. From Ihe table above it can be seen that the percentage growth totals 2.4 
8.9 and dectines .2 per cent for the respective financial year of the 2014/2015 MTREF. Considering the lowest percentage tariff increase in 
relation to revenue generated from rates and services charges is 5 per cent, with the increase in electricity at 1 1 per cent it is to be expected 
that the increase in revenue will exceed the infiation target figures. However, the outcome is lower than it might be due to the slowdown in 
the economy and a reductlon in consumption patterns. This trend will have to be carefully monitored and managed with the implementation 
of the budget. 


2. 6.4. 6 Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are 'collecled’. This measure is intended to anaiyse the underlying assumed 
collection rate for the MTREF to determine the relevance and aedibility of the budget assumptions contained in the budget. It can be seen 
that the outcome is at 97,4, 97.2 and 97.2 per cent for each of the respective financial years. Given that the assumed collection rate was 
based on a 95 per cent performance target, the cash flow statemenl has been conservatively determined. In addition the risks associated 
with objections to the valuation roll need to be clarified and hence the conservative approach, also taking into consideration the cash flow 
challenges experienced in the current financial year. This nneasure and performance objective will have to be meticulously managed. 
Should performance with the mid-year review and adjustments be positive in relation to actual collections of billed revenue, the adjustments 
budget will be amended accordingly. 


2.6.4.7 Debt impairment expense as a percentage ofbillable revenue 

This factor measures whether the provision for debt impairment is being adequalely funded and is based on the underlying assumption that 
the provision for debt impairment (doubtful and bad debts) has to be increased to offeet under-coilection of billed revenues. The provision 
has been appropriated at 4.1 , 4.0 and 4.0 per cent over the MTREF. ConskJering the debt incentive scheme and the municipality's revenue 
management strategy’s objective to collect outstanding debtors of 90 days, the provision is well within the accepted leading practice. 
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rene\wal/rehabilitation project. The objective is to summarise and understand the proportion of budgets being provided for new assets 
and aiso asset sustainability. A declining or low level of renewal funding may indicate that a budget is not credible and/or sustainabie 
and future revenue is not being protected, similar to the justification for ‘repairs and maintenance' budgets. Further detaiis in this 
regard are contained in Tabie 43 MBRR SA34b on page 117. 
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2.7 Expenditure on grants and reconciliations of unspent funds 

Table 31 MBRR SA19 - Expenditure on transfers and grant programmes 


| NC072 Ufn»obomvu - Supporting Ta ble S Aia EKpendHur* on trttnsf»n and oraot pfogfamme 


D««crlptlon 

R thou«»nd 


2011/12 

2012/19 

CurrsntYaar 2013/14 

2014/15 Medlum Tarin RBventie 8 | 

fixpandlturo PrBmawerk 

Audttad 

Outeomo 

Audited 

Outcoma 

Audltad 

Owtcoma 

Orlglnal 

Buddei 

Adfuatad 

dudoat 

Full Year 

Feraeavt 

Eudgat Yaar 
2014/15 

Budget Yeor 
•rl 2015/16 

Budgot YOBf 
*2 2015/17 

BXPBUSIWRt: 




















Natlen«l Oevornmvnt: 

29.707 

S6.38S 

91.81» 

34.402 

34,152 

34.152 

35.673 

3B.386 

39.417 

Equllablo oharo 

25.647 

26.665 

29.416 

30.884 




44,905' 1 

s's.ris' 

riNANCE MANAOEMENT 

1.216 

1.450 

1.500 

1.050 

1.650 

1.850 

1.800 

1,950 

2,100 

#REri 




... 






KREFI 




.. 






M6IO 

z.so 

790 

800 

890 

890 

690 

934 

967 

1,018 

MIS ADMIN - PMU 




078 

678 

678 

657 

566 

581 

Enerov Efflelency and Domand Manageman) 

105 

— 


500 

250 

250 




SUBSIDY 8TATE 

— 

— 


— 






Olhar transfare and grants [inaeii daaoriplion] 

— 

- 


- 






PrevlnclaJ Oevarnmant: 

350 

S22 

715 

715 

708 

708 

891 

1.685 

1.857 

OEPT ART « CULTURE (LIBRARY) 

459' 1 

622 

7l6 


rgr 

TOT 

SFS'1" 

TTSSiT' 


YOUTH PROORAMS 


- 


- 






IMMUNtSATION ORANT 


- 


- 






OUtar irunnfara and grantai [Inaarl daaerlpVen} 

- 

- 


- 






Dlatrlet Munlelpallty: 




• 



. 

.. 


0/S77?/C TMUN/C/PAUTY 










Othor gront provldara: 


_ 

_ 


3.600 

9.600 


_ 

_ 

/EC //V/'/?A677?UC7U/?e 















3.600 

3.600 




Total oparatlng axpandltura of Tranafara and O 

26.06« 

28.857 

92.394 

38.117 

38.460 

98.460 

38,864 

40.074 

41.974 











Natlonal Oevarnmant; 

1.920 

45.492 

63.536 

55.878 

47.473 

47.473 

43,081 

45.759 

32.043 

RBIS • DWAF 


3>!s68' 

2S:5g5' 


4<.6M 

41.0M. 

sb.OOO" 

30,000 

18,000 

HOU8INS PROJECTS 

1.620 

1.664 



— 

— 




EEDS 


59 

11.440 

4.500 

— 

.. 

— 

— 


MIO • CAPITAL 


3.584 

12,254 

12,873 

12.873 

12.873 

10,S81 

10,763 

11,043 

INEP 



2.895 

1,000 

2.600 

2.600 

1,500 

6,000 

3,000 

EPWP 


2,316 

0S4 

2.600 

1.000 

1 000 

1.000 

• 

- 

Provlnclal Oovarnment: 

2.e04 

298 

4« 

2.500 




- 

- 

SPWP 

- 



2.500 

' - 


- 

. 


OEPRT OP SAFETY 

2.804 

298 


- 






Dlatrlct MiinlclpellCy: 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

DisTRicr MUNicii‘ALny 










Other grant provlders: 

_ 

_ 

_ 


2.600 

2.600 

_ 

« 


KQats<7 pKitft Nti/ti 





2.600 

a656 




Totoi Ciipital cxpendlturo o( Transfors and Oran 

4.424 

45.790 

59.S96 

58.473 

50.073 

50.073 

43. 091 

45.753 

92.643 

TOTAL EXPENDITURE OF TRANSFERS AND G 

30.490 

74.047 

85.870 

93.589 

88.53Z 

■ 88.532 

79.755 

65.627 

73.417 
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Table 35 MBRR SA24 - Summary of personnel numbers 


| NC072 Umsobomvu - Supporting Table SA24 Summary of personnel numbe^ 


Summary ofPersonnel Numbers 

Number 

2012/13 

Current Year 2013/14 

BudgetYear 2014f1S 

PesHlons 

Permanent 

employees 

Contrsct 

empioyees 

PoslUonc 

Permanent 

employees 

Contract 

smpleyees 

Pesltlons 

Perm anent 
cmployees 

Contract 

employees 

Munlclpal Counell and Boarda of Munlcipa! EntUlaa 










Counolllors (Polllical Offioe Bearers plua Olher CouncHlors) 

10 

- 

10 

10 

- 

10 

10 

- 

10 

Board Uembers o( munlclpal en^lies 










Munlelpal ampioyeae 










Munlelpal UarieBor end Senlor Managers 

A 

- 

4 

4 

- 

4 

4 

- 

4 

Olher Managers 

5 

4 

1 

5 

4 

1 

6 

5 

1 

ProlesalonalB 

137 

131 

6 

150 

144 

8 

150 

144 

6 

Flnanca 

32 

27 

5 

34 

29 

5 

34 

29 

5 

Spallat/lown plennlng 

1 

1 

- 

1 

1 

- 

1 

1 

- 

Informafion Tachnology 

- 

- 

- 

- 

- 

- 




Roada 

37 

37 


41 

41 

- 

44 

43 

1 

Seotiiclly 

7 

7 

- 

7 

7 

- 

7 

7 

- 

Walar 

19 

18 

1 

20 

19 

1 

22 

22 

- 

Sanilelion 

1S 

1S 

- 

20 

20 

- 

16 

15 

- 

Rafute 

26 

26 

- 

27 

27 

- 

27 

27 

- 

Othar 










Teohnlelans 

2 

- 

2 

2 

- 

2 

3 

- 

3 

Fhance 

- 

- 

- 

- 

- 

- 




Spallal/lown plannlng 

- 

- 

- 

- 

- 

- 




Inlormation Teohnohgy 

- 

- 

- 

_ 


- 




Roada 

1 

• 

1 

1 


1 

1 

- 

1 

Eleclrioily 

- 

- 

- 

- 


- 

- 

- 

- 

Water 

1 

• 

1 

1 


1 

2 

- 

2 

Senilalion 

- 

- 

- 

- 

- 

- 




Refuae 

- 

- 

- 

- 

- 

- 




Olher 

- 

- 

- 

- 

- 

- 




Clerlia (Clarloal and admlnlstratve) 

64 

53 

11 

64 

53 

11 

66 

66 

10 

Servlce and sales workers 

- 

- 

- 

- 


- 




Skllled agrlculiural and tshery workera 

- 

- 

- 

- 

- 

- 




Crall and related trados 

- 

- 

- 

- 






Plantand Machlne Operators 

- 

- 

- 

- 

- 

- 




Elomenlary Occupalions 

- 

- 

- 

- 

- 

- 




TOTAL PERSONNEL NUMBERS 

222 

188 

34 

23S 

201 

34 

238 

204 

34 

% Increase 




5.9% 

6.9% 

- 

1.3% 

1.5% 

- 

Total municipal employees headcount 




201 

179 

22 

199 

16 

160 

Finance personnel headcount 

31 

25 


30 

25 

5 

34 

31 

3 

Human Resources personnel headcount 

2 

2 

- 

2 

2 

_ 

2 

2 

- 
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Table 37 MBRR SA26 - Budgeted monthly revenue and expenditure (municipal vote) 


|NCD72 Umsobonwu • Supportlng Table SA26 Budgettd monthly revenueand expen<lituie<iiiuiildpalvote) 


DetetlpUon 

Rthouund 

Budsel Y**> 2(I1«1S 

Mcdlum Tcrm Revenuc crtd Expendi(u;e 

Frcmcwcrk 

July 

Augusl 

S*pt 

OetDber 

Honenbei 

D*c«mb«r 

Janetiy 

F*bni«ry 

Hciob 

Apill 

May 

jHtlt 

Biid^ci Yccr 

2014/18 

Budgct Ycar 

«12015/18 

Budflct Yccr 

♦2 2016/17 

Voto 1 - EXBCUTWE & COUNCIL 

12,937 




2.832 




15.99 



685 

32,382 

34,906 

35,718 

VoteJ-FINANCEiADMIN 

3,608 

1.783 

834 

642 

681 

895 

742 

729 

71$ 

703 

690 

779 

12,763 

13,283 

14,240 

Votu 3- COMMUNITY SERVICES 

220 

221 

219 

222 

935 

21? 

220 

221 

2» 

222 

227 

6,052 

0,194 

10,357 

11,126 

Votu 4 - TECHNICAL SERVICES 

18,016 

6.448 

8.187 

11.8*5 

7.083 

4,172 

4,172 


9.501 

6.865 

4,351 

1,443 

90,052 

95,788 

65,711 

VotsS-(NAME OF VOTE 5| 












- 

- 

- 

- 

Vob 6 • [NAME OF VOTE ^ 












- 

- 

- 

- 

Vols 7 - (NAME OF VOTE 7j 












- 

- 

- 

- 

Vol9 8 • (NAME OF VOTE 6| 












- 

- 

- 

- 

Volo 9 • (NAME OF VOTE ^ 












- 

- 

- 

- 

VfllB 10-INAMEOFVOTE lOj 












- 

- 

- 

- 

Volsll-jNAMEOFVOTEIIj 












- 

- 

- 

- 

Vola 12-INAMEOFVOTE 12| 








^^^H 




- 

- 

- 

- 

VolB 13-INAMEOFVOTE 13| 












- 

• 

- 

- 

VQl9l4-|NAMEOFVOTE14| 








^^^H 




- 

- 

- 

- 

Vole 1S-INAME OF VOTE 15| 












- 

- 

.. 

- 

Toul R*v«nu*by Vol* 

34,781 ' 

8,432 

9,240 

12.709 

11,512 

$.264 

5,134 

6.91» 

26,364 

7,791 

5,269 

8,958 

144,301 

154,335 

146,794 

Volgt-EXECUTIVE&COUNCIL 












19,628 

19,628 

20,761 

Hii 

Volg2-FINANCE8ADMIN 












26,487 

26,487 

27,699 


Vota 3 • COMMUNITY SERVCES 












13,573 

13,573 

15,129 


Vota4-TECHNICAL SERVICES 












88,341 

66,341 

69,608 

73,101 

VolB 5 • INAME OF VOTE 5| 












- 

- 

- 

- 

Vota S • (NAME OF VOTE 6j 












- 

- 


- 

Vote 7 - INAME OF VOTE 7| 












- 

- 

- 

- 

Votae-INAME OF VOTESI 












- 

- 

- 

- 

Vote8-|NAME OF VOTE 9| 












- 

- 

- 

- 

VotalO-INAME OF VOTE 10| 












- 

- 

- 

- 

Vot*lt-(NAME OF VCTE tt| 












- 

- 

- 

- 

Volel2-jNMIE0F VOTE 12] 












- 

- 

- 

- 

VolBl3-jNAMEOF VOTE I3j 












- 

- 

- 

- 

VotetA-jNAME OF VOTElij 












- 

- 

- 

- 

VolB 15-(NAM£ OF VOTE 15! 












- 

- 

- 

- 

rctil Expcn^Uure by Vote 

- 

- 

1 

- 

- 

- 

- 

- 

- 

- 

- 

126,029 

120.D29 

133,197 

137,621 

Surplue<(OtfkU) bcforc itscc. 

34,781 

8,432 

9,240 

12.709 

11^12 

$.264 

^1» 

6.91» 

26,364 

7,791 

5.269 

(117,070) 

18,363 

21,137 

9,173 

Tax aOon 












- 

- 

- 

- 

Abibutable b minorlfts 












- 

- 

- 

- 

Shart of su^us/ (tleficil) of associale 












- 

- 

- 

- 

SurpluaNOenelt) 

34,7S1 

8,432 

9.240 

■1301 

■053 



6.91» 

26,364 

7,791 

5,2B9 

ni7.07W 

18,363 

21,137 

HKEE9 
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NC072 Umsohomvu • SupportlnB Tgbk SA27 Budflrtwl montMy revenueand mpenJHure (rtMMlanl claa$ific«ai>n) 


IR lliousand 


ftudt««rear 20UHS 


July 

Aliflusl 

S.pL 

Odabei 

HaMmbcf 

Oecember 

Jsftttary 

Fcbrwarjr 

Marcb 

April 

May 

June 

Budpet Yeir 

2014/1S 

Budgel Year 

41 201S/16 

Bud0et Year 

•»2 2016/(7 

ie.K4 

12,937 

1,763 

«34 

642 

$.483 

2.632 

695 

742 

72» 

16.644 

16.626 

70$ 

690 

1,047 

965 

U.747 

32.262 

47,787 

34.906 

49.510 

35,718 

3.60« 

19 

1.763 

634 

642 

eei 

«»5 

742 

729 

71« 

703 

690 

$61 

0 

12.345 

19 

12.840 

20 

13,770 

21 

190 

199 

1M 

109 

100 

1$9 

1*9 

t$0 

109 

m 

100 

1,«2 

1,414 

3, 197 
V414 

4,530 

2,133 

4,949 

2,432 

190 

190 

190 

190 

1$0 

190 

190 

190 

190 

190 

190 

166 

2,283 

2,397 

2,517 

1.0QS 

9 

5 

5 

5 

S 

5 

5 

S 

9 

s 

5 

1,060 

«0 

80 

1,005 

5 

5 

5 

5 

5 

$ 

5 

5 

5 

6 

S 

1,030 

«0 

80 

le.oie 

4,4n 

7.443 

14,945 

?,oe3 

4,172 

«,M2 

7.46» 

».591 

4.455 

4,010 

4,36$ 

04,66« 

101,977 

92,275 

3,000 

3.000 

2.500 

1.636 

4,664 

2,oe4 

2.064 

2.064 

2.094 

2.064 

2,094 

2,655 

29.831 

35,315 

39,559 

13,939 

400 

3.995 

12.142 

1,342 

1,030 

3,001 

4.927 

9.360 

3.724 

669 

0 

51,499 

52,291 

41,383 

sie 

6ie 

6te 

616 

616 

61» 

616 

616 

616 

«15 

«16 

892 

7.662 

e,t22 

8,509 

459 

459 

45$ 

459 

459 

45» 

45» 

450 

459 

49» 

459 

845 

5,995 

6,250 

6,525 

35,77« 

6.436 

9.436 

9.472 

10.»72 

15.492 

17.30« 

».n2 

ie. 26 « 

5,242 

7.328 

7.««9 

».144 

8.m 

10.956 

29.341 

44.333 

7,784 

9.(28 

4.»95 

6.990 

7,017 

144,391 

184,336 

146,784 

3,707 

3,707 

3,707 

3.797 

3.797 

3.707 

3.797 

3.707 

3,707 

3.707 

3,707 

6,70? 

44,4«« 

46,704 

46,299 

1,636 

i,«3e 

1.939 

1.93« 

1.63« 

1,636 

1.636 

1.63$ 

1.53$ 

1.83$ 

1.636 

1,636 

19,628 

20,761 

21.967 

i,eio 

t.eio 

1.9M 

1.610 

1.610 

1,610 

1.610 

1.610 

1,610 

1.610 

i,eto 

1,910 

19,315 

19,923 

17,799 

452 

492 

492 

462 

492 

462 

462 

462 

492 

462 

462 

462 

5,944 

6,020 

8,539 

739 

715 

715 

715 

715 

715 

716 

715 

71S 

715 

715 

974 

6,86« 

10,203 

11 , in 

379 

355 

»55 

355 

355 

355 

355 

355 

355 

3S 

355 

814 

4.543 

5,549 

6,160 

111 

111 

111 

111 

111 

111 

111 

111 

111 

111 

111 

111 

1,336 

1,461 

1,596 

209 

20» 

200 

200 

20» 

209 

20» 

209 

20» 

209 

209 

209 

2,511 

2.6M 

2,693 

39 

3» 

39 

3$ 

3» 

3» 

39 

3$ 

$9 

39 

3$ 

39 

473 

500 

526 



• 

•. 


. 

. 

• 

• 

. 



• 

- 

. 

926 

626 

925 

«29 

»24 

«2« 

»26 

»2« 

$26 

925 

926 

626 

11,111 

11,337 

11,876 


• 

. 



. 


. 

. 

. 


• 


- 

* 

926 

026 

929 

»29 

»6 

»26 

»26 

»26 

»25 

926 

92« 

924 

11,111 

11,337 

11,878 

. 

. 

• 

• 


• 


• 

• 

• 

. 

. 

• 

• 

•• 

5,131 

5.131 

5.131 

5,131 

5,131 

i^131 

5,131 

5.131 

5,131 

$.131 

5,131 

5.131 

61,564 

44.953 

08,26$ 

2,059 

2.059 

2,05» 

1C6» 

2.05» 

2.0» 

1059 

105» 

2.059 

2.05» 

2.059 

2,059 

24,705 

24,411 

20,232 

1,774 

1,774 

1.774 

1,774 

1,774 

1,774 

1.774 

1.774 

1.774 

1.774 

1.774 

1.774 

21.26» 

21,671 

22,497 

770 

770 

770 

770 

77» 

770 

770 

77» 

770 

770 

770 

m 

9,234 

9.969 

10.497 

529 

529 

529 

528 

52» 

526 

62« 

52« 

529 

526 

526 

525 

5.336 

6.662 

7,044 

. 

• 

- 

- 

• 

- 

• 

• 

• 

- 

- 


- 

«• 

- 

16.Sfl2 

10,479 

19.47$ 

10.47$ 

10.47$ 

10.479 

10.479 

10,47$ 

16,479 

10,479 

10.479 

10.730 

126,02$ 

133.197 

137,621 

25,273 

(4,043) 

{2,0071 

5.204 

294 

(5.2f7J 

(3.3W) 

(l,5esi 

15,992 

(2.7151 

(5,663) 

(3,721) 

16.363 

21.137 

9,173 

25,273 

(4.043) 

(2,09?) 

5.294 

294 

(5.217) 

(5,3991 

(I.se5i 

16.662 

(2,713 

(6,553) 

(3,721) 

16,363 

21.137 

9,173 


Madjuni Term Revenue end Expendilun 
Framework 


Goirefnenee eirtf edn»/Afstrolion 
Exeeuijva snd councli 

snd raasury ottca 
Corporala sarvloas 
CoittmitA/ly orx/ pirN/o oaMy 

CommuniV ooeiil sarvieos 

Sport and roeraalon 
Publle aafaV 
HoualnB 
Hoatt) 

0 «or)om/o and aftWroAittontir oorv/eoa 
PlannlnB <bd dovalopmont 
Road ^onsport 
Snv^manU probclon 
7rod/09 aorWeoo 
ElacTlelV 
Woiar 

Waala wator mana0amant 
Woab mar\B0amonl 
09ror 

iToUl Ravoi»ua»8tandard 


Conmanoa Md 
EKOOuVvoond eounell 
6ue0al and Toaau^ eRea 
Corporola sarvloaa 
Cemm(ift/(raftdpvt//o $*mfy 

CommuniV andaoeliljotvieai 
Sport and rocroalon 
Publlc lafa^ 

Housln0 

Haa^ti 

feooom/e lod oftidrenmonOrf oerv/eoo 
Plannin0 and davclopmanl 
Road Ttflftporl 
Snvirpnmonlal prebclon 
Trt^ing aorWeoi 

ElecticiV 

WaV2r 

Wisfe vr alrr manogemcnt 
Wasfe managsment 
Otfter 

ToUI ExpendiUire • $Undard 


Surphis/(Ocfici<) bcfore aeeoc. 

$here ei su^us/ (delcil) o/ aeeociife 


Surpiiis/(OeficU) 


May 2014 


116 


Umsobomvu Municipalitv 


2014/15 Annual Budaet and MTREF 


Table 40 MBRR SA29 - Budgeted monthly capital expenditure (standard classification) 


NC072 Umsobotmu • Supportlna Table SA20 8udq«tod monthlvcapltal expendlture(slandafd classrtlcalkonl 

Oeseription 

BudgelYeer »I«1S 

Medium Torm Revenue nnd £xpci>dUure 
PremewDrk 

Rthouaand 

July 

Augusl 

SepL 

Oclober 

Hov. 

Oee. 

Jenaary 

Feb. 

Msrch 

Aptll 

Msy 

June 

Budget Yeir 

2014f15 

Budgel Yeir 

*1 2015116 

Budget Yesr 

♦2 2016117 

Ctnltnl EiBtndlhirt - Stindaid 
















Govorntnco md $dmli>lsmiIoB 

- 

- 

. 

- 

. 

. 

- 

500 

500 

5» 

- 

. 

1,5» 

. 

- 

ExoouEveand counoH 












- 

- 

- 

- 

Budgel and touiiiy ofice 








soo 

580 

5» 


. 

1,5» 

- 

- 

Cwpcrela seivloee 












. 

. 

- 

- 

Communnr end puMc tatofy 

- 

- 

- 


- 

- 

- 

. 

. 

. 


- 

- 

- 

- 

CommunlV «"i aoolel urvioes 












. 

- 

- 

- 

Spnt ond reoreellon 












. 

- 

- 

- 

Publlo ealety 












- 

. 

. 

- 

Houslng 












- 

- 

- 

- 

HeaHh 












- 

- 

- 

- 

Eeenomleend lov/ronmeiilel eendcee 

. 

. 

. 

. 

. 

. 

. 

. 

. 

. 

. 

6,000 

6,0» 

5,0» 

. 

Planidng end devalopment 












- 

. 

. 

- 

Road eaAsporl 












5,000 

6,0» 

6,0» 

- 

Envbonmanlal probcion 












- 

- 

- 

- 

Tradlng sirvlcee 

2,7S0 

2,7» 

2,7» 

2.7» 

2.7» 

2.7» 

2,7» 

2.7» 

2.7» 

21,7» 

2,7» 

2,7» 

33, »0 

40,000 

32,»0 

Beotlol^ 

12S 

725 

125 

t» 

125 

1» 

125 

12S 

12S 

125 

125 

123 

1,6« 

5,0» 

3,0» 

Watar 

2,6» 

2.625 

2.625 

2,625 

2.62S 

2,625 

2.625 

t62S 

2,625 

2.625 

2,625 

2,625 

31, »0 

35,0» 

29, »0 

Westewalarinanagamaiil 












- 

- 

- 

- 

Waste menegement 












- 

- 

- 

- 

Olher 












. 

. 

- 

. 

Telil Cepltil Espandltuie • Sunderd 

2,7» 

2,7« 

2.7» 

2.7» 

2,7» 

2,7» 

t7M 

3,2» 

3,2» 

3.300 

2,7» 

8,7» 

40,550 

45, »0 

32.»0 

Funded hv: 
















NMonal Govemmenl 

3,250 

3.167 

3.167 

3.167 

3.167 

3,167 

3.167 

3.167 

3,167 

3.167 

3,167 

4,053 

39,000 

45, MO 

32,M0 

Provlneial Govemirenl 












- 

- 

- 

- 

Oellcl Munlclpelity 












- 

- 

- 

- 

Omer ecnslers end grants 












- 

- 

- 

- 

Trartsfers recopnised • capilal 

3.2» 

3,187 

3,187 

3,167 

3,167 

3,167 

3,167 

3,167 

3,167 

3,167 

3167 

4,0U 

39,000 

45,000 

32,000 

Public corttrlbutjofls & dondUone 












- 

- 

- 

- 

Bortowlne 












- 

- 


- 

interneily gentreUd funds 









500 

500 

550 

- 

1,5» 

- 

- 

Totel Cepitai Fnndmg 

3.2» 

3,167 

3.167 

3.167 

3.167 

3,167 

3,167 

3,167 

3.667 

3.667 

3.717 

4.083 

40,550 

45.W0 

32,000 
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2.10 Annual budgets and SDBIPs - internal departments 

The SDBIP is attached 

2.11 Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chaln Management Policy, no contracts are awarded 
beyond the medium-term revenue and expenditure framework (three years). !n ensuring 
adherence to this contractual tlme frame limitation, all reports submitted to either the Bid 
Evaluation and Adjudication Committees must obtain formal financial comments from the 
Financia! Management Division of the Treasury Department. 


2.12 Capital expenditure details 

The following three tables present details of the Municipality’s capital expenditure programme, 
firstly on new assets, then the renewal of assets and finally on the repair and maintenance of 
assets. 
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Table 43 MBRR SA34b - Caplta! expendlture on the renewal of exlstlng assets by asset 
class 


NC072 Umsobomvu • Supporting Table SM4fa Capital expenditureon thc renewaJ of existaig assets by asset class 


Description 

2010/11 

2011(12 

2012/13 

CurrentYear2D13/14 

2014115 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Audited 

Aurbted 

Audited 

Original 

Adjusted 

Fuil Year 

BudgetYear 

Budget Year 

Budget Year 

Outcome 

Outwme 

Outcome 

Budget 

Budget 

Forecast 

2014/15 

+1 2D15/16 

+2 2016/17 

r.iinifei etnenditiire nn renewjii nf nistinn assets hv Asset Ctas.<JSub-dass 








infrasfrijcture 



5,000 

8.000 



» 

" 

_ 

infrastructure - Road iransport 

- 

- 

- 

3.500 

- 

- 

- 

- 

- 

Roads, PavemeMs 5 Srrt^es 

Slo/m water 




3,500 






Infraslructure - Eieciiicity 

- 

- 

5.000 

4.500 

- 

- 

- 

- 

- 

Generalion 










Transmiss'm i Reticulalm 










Slreet Llghting 



S.000 

4.500 


- 




Total Capiial Expenditure on renewal of existin; 

- 

- 

5,000 

8.000 

- 

- 

- 

- 

- 


SDacialisad vahiclas 

ReHise 

Fire 

Conservancy 

Ambulances 










Renewal ofExletlng Asse/s as % of total cepex 
Renewil ofExlsUng Asse/s a$ % of deprecn" 

0.0% 

0.0% 

0.0% 

0.0% 

10.1% 

17.0% 

11.3% 

29.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 
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Table 6 MBRR SA34d - Depreciatlon by asset class 

NC072 Umsobomvu ■ Supporting Table SA34d DepreciaUon by ass^ class 


Description 

Rihousand 

Depreciation bvAssetClassfSub-class 
Infrastructure 
Inlrastxiclure - Road fransport 
Roads. Pavemenls i Bridges 
Sform waler 
infi’aslructure - Eteclrici^ 

Generaton 

Transmissfon i Reticulalioii 
Slreel Lighling 
In&aslructjre • Water 
Oa/ns S Reservo/rs 
IVaferpunyicafion 
Ref/cuielibn 

Inlrastrucbire ■ Sanilalion 
Rei/cuidl/on 
Sevi'dr^e/}Uff//cdl/on 
Inirasiruclure - Olher 
IVasle Managemenf 



24.682 25,999 


6,398 7,707 

6,398 7,707 j 7,544 


CurrentYear 2D13/14 


Adjusted FullYear 

Budget Forecast 


18,570 18,591 18,591 


2,842 2,844 2,784 


2.785 2.785 2,785 


2.842 2,844 2,784 


2,785 2.785 2,785 


12,611 12,617 12,352 12.351 12,351 12,351 


12,611 

2,551 

2,551 


12,617 

2,552 

2,552 


12,352 

2,498 

2,498 


12.351 

2.824 

2.824 


12,351 

2.843 

2.843 


280 280 274 

280 280 274 


610 $12 

610 $12 





Cemetenes 
Soclal rental housing 
Olher 

Otlier assets 
Gener^ vehlcles 
Specialised vehicles 
Plant & equipment 
Computers - hardware/equipment 
Furnilure and oDier oflice equipment 
Abatteirs 
Markets 

Civic Land and Buildings 
Oteer Butldlngs 
ODier Land 

i Suiplus Assels - {Investmenlor tnventDiy) 
: Olher 




Olher (i/s/ suɓ-c/assj 
Total Depreciation 



2014/15 Medium Term Revenue & 
Expenditure Framevrork 
Budget Year \ Budget Year i Budget Year 
2014/15 I ♦12015116 j t2 2016117 

18,576 1 18,576 i 18,576 


23,834 1 23,846 i 23,849 
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Table 45 MBRR SA36 - Detailed capita! budget per municipal vote 


KWl ilnsiihoitrfti • Supporting Table Oetailed capital budgel 


MDDlcipilVctt/Cipil!l piqtil 

’rogiimlPt 


ICP 

Qoal 

iDdMdtiaiiyApiuovcd 

{VcsMo) 

AsselCUs 

AuclSA43ass 

|jPSt*4ifitalK 


Piioi jiaioutcoties 

2914)16 MediuDiTein RivenyiA 

Eipendituie Fianewoik 

PiojectlDfoinalion 


oject 

doicilptioD 







AudiM 

CunonlYeai 






RViDisand 

iiunbK 

coda 
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2.13 Legisiation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to through the following activities: 

1. In year reporting 

Reporting to National Treasury in electronic formal was fully complied with on a monthly basis, Section 71 reporting to the Executive 
Mayor (within 10 working days) has progressively improved and indudes monthiy published financial performance on the Municipality’s 
website. 

2, Internship programme 

The Municipality is participating in the Municipal Financial Management Internship programme and has employed five interns 
undergoing training in various divisions of the Financial Services Department. Of the five internsS has been appointed permanently 
from May 201 1 , The remaining four have completed their two year contract on 5 August 201 2, and extension for one year has been 
granted by Nationai Treasury, 

3, Budget and Treasury OfTice 

The Budget and Treasury Office has been established in accordance with the MFMA, 

4, Audit Committee 

An Audit Committee has been estabtished and is fully functional. 

5, Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of Ihe 2014/15 MTREF in May 2014 directly aligned 
andinformed bythe 2014/2015 MTREF. 

6, Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7, MFMATraining 

The MFMA training module in eiectronic format Is presenled al the Municipality's intemal centre and training is ongoing. 

8, Policies 

An amendment of the Municipal Property Rates Regulations as published in Government Notice 363 of 27 March 2009, was announced 
in Government Gazette 33016 on 12 March 2010. The ratios as prescribed in the Regulations have been complied with, 

2.1.4 Othersupporting documents 
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Table 49 MBRR SA32 - List of external mechanisms 

None 
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